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NOTES OF THE MONTH 


German Refugees in the British Zone 
I: the recent debates in the House of Commons and in dis- 


cussions in the press on the economic crisis in the British zone 
of Germany little reference has been made to one important 
itributory factor, namely, the presence in the zone of approxi- 


mately 3 million German refugees. Of these people about 777,464 


‘iid? 


ire now in North Rhine-Westphalia, and nearly 24 million in 


T 
Lia 


nd Niedersachsen. The refugees came in three waves: the first 
is composed of people who fled from the big German cities 
ring the bombing of 1944 and others who were evacuated by 
German military authorities from East Prussia. All of these 
re able to take some personal belongings and household goods 
th them. Later on, in the spring of 1945 there was an exodus 
m East Prussia before the advancing Russian armies. In most 
these refugees set out with farm-carts, horses, and household 
, but comparatively few arrived with their possessions intact. 
lly, in the spring of this year there was a large influx of 
rees from former German territory to the east of the Oder- 
e line (from Silesia and Pomerania) displaced to make room 
Poles. This was a controlled movement known to the British 
as ‘Operation Swallow”, and in so far as is possible with 
1 Operation, it was humanely carried out. The refugees 
moved by train, and were allowed to take what they could 
and 500 marks in money. 
[his last wave of refugees consisted raainly of old people and 
vomen and children, and there were few if any able-bodied 
among them. Thus they are bound to be unproductive in 
rtion to the demands they make on housing and food. 
er, the serious over-crowding and generally unsatisfactory 
itions under which they are housed add to the time taken up, 
illy by the women, in the actual business of living. Their 
ition is deplorable without being desperate, and chronic rather 
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than critical. Under-nourishment is general, but there is no 
starvation yet. What “‘gets under the skin” of Control Commis- 
sion officials, however tough and unsentimental they may be, is the 
hopelessness of the position. To quote from a letter from one 
such official: “*. . . One is not confronted with the sight of people 
falling dead in the streets. That did happen in Vienna after the 
last war and is probably happening in parts of Europe today. One 
is confronted here with the less dramatic but no less tragic fact 
that a woman who has lived a dozen or more years of happy married 
life, proud of her house, her kitchen, and her family, is quite 
slowly, yet quite relentlessly, going down hill to become a listless 
slattern, her children ill-fed, ill-educated, probably victims of 
tuberculosis, wretchedly housed, and smelly because there is 
neither soap nor clean changes of clothing. . . .” 

The problem of the progressive deterioration of good human 
material which so strikes officials brought into contact with these 
German refugees is, of course, no less acutely felt by those who 
deal with D.P.s. But it is difficult to see a long-term solution. 
Political or ideological difficulties apart, the transport situation is 
so acute that no movement out of Europe on even a moderate 
scale would be possible before 1948. 

The immediate short-term problem of getting the refugees 
through the coming winter is being tackled by the German 
authorities, in conjunction with the Control Commission. In 
North Rhine-Westphalia, according to the Ministry of Social 
Affairs (that is, the part of the British zone which has a compara- 
tively small number of refugees), 5 per cent are still housed in 
communal quarters or transit camps. Some 13 per cent have 
found permanent work, while 12 per cent are working on a casual 
basis in agriculture; 23 per cent, although fit for work have not 
yet found any; and 52 per cent are unfit for work. 

In addition to the 3 million already in the British zone, indi- 
vidual refugees continue to come from the Soviet zone into the 
U.S. and British zones; and the question of the return to the 
Rhineland of Rhinelanders evacuated to the Sudeten area (and 
now in Bavaria) is not yet settled. An agreement was, however, 
concluded just over a fortnight ago between the British and United 
States Military Governments under which no more Rhinelanders 
were to be sent back from South Germany to North Rhine-West- 
phalia because of the impossibility of accommodating them there. 


Belgium and her Problems 

An error of date calls for correction in the article on Belgium 
which appeared in the October issue of this Review. Belgium's 
treaty with France was repudiated, and her policy of neutrality 
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proclaimed, not in 1934, as stated in the article, but in September, 
1930. ‘This date is significant, because the change of policy is 
attributable, not only to reasons of internal politics, as the writer 
of the article suggested, but also, and more cogently, to the 
reaction caused by the failure of the big Powers to take any con- 
certed action after the reoccupation of the Rhineland by Hitler 
in March, 1936. 

To counterbalance the statement in the same article that Bel- 
gium “is economically dependent on the United States and can 
therefore have no foreign policy of her own, it should perhaps be 
recalled that Belgium signed an agreement with Holland in 
September, 1944 which by the end of this year is likely to be 

ther strengthened by the formation of a close Customs union 
etween the two countries. Since the liberation, Belgium has also 

1cluded a number of trade agreements with France, Switzerland, 
Portugal, Sweden, Denmark, and several South American States, 
und there is no reason to think that any foreign country has 
attempted to exercise any influence over her freedom of action 
n doing so. According to the latest trade statistics, in 1945 24.07 
per cent of Belgian imports came from Great Britain, 18.37 per 
ent from the United States, 15.03 per cent from France, and 

21 per cent from the Belgian Congo. 


reek Frontier Questions with Albania and Bulgaria 
Since the publication in our October issue of the article on 
Greek claims in Southern Albania” there have been several 
elopments both in connection with these claims and with the 
m for the rectification of the Greco-Bulgarian frontier and the 
irian counter-claim for the retrocession of Western ‘Thrace, 
have done something to clear away some of the obstacles 
settlement of the relations between Greece and her northern 
bours.t In the Security Council the Ukrainian complaints 
Greece was threatening the peace of the Balkans by provoking 
tier incidents with her three northern neighbours, by insisting 
she was still in a state of war with Albania, and by maltreating 
ies were decisively rejected. On the other hand, at the 
iry Session of the Paris Conference on September 27 Greece 
ilrew her claims in Southern Albania from the age nda of the 
ference, Mr. Byrnes saying that the Greek delegation | iad taken 
ction in order to facilitate the work of the Session. It is 
stood, however, that this in no way implies a renunciation 
er claim on the part of Greece, who is expected to raise the 

tion again direct with the Big Four. 


ortunately, this does not apply to Yugoslavia, with whom relations 
itely become very strained. 
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As was stated in the article published here in October, the Greek 
delegation to the Paris Conference objected to the transfer from 
Italian to Albanian sovereignty of the island of Sasseno, which lies 
at the mouth of the Gulf of Valona. The Greek delegate moved a 
resolution, the effect of which would be to place this island under 
Greek sovereignty, but to ensure its demilitarization under the 
control of the United Nations. This resolution — which took the 
form of a proposal for an amendment of the draft treaty with 
Italy — was rejected by a large majority, both by the Italian Politi- 
cal Committee and by the Plenary Session. A Greek correspon- 
dent points out that Greece has never officially claimed Valona, 
while her chief interest in Sasseno is that the island should be 
demilitarized and placed under the control of the United Nations. 
Further, on the subject of a plebiscite in the Koritza district, 
referred to in the article which was mentioned above, he 
states that on March 4, 1919 M. Cambon, who presided over the 
Greek commission of the Peace Conference, stated that ‘‘the 
Greek delegation was prepared to accept a priori the verdict of the 
majority of the population in the Koritza district in the event of a 
plebiscite being held’’. As Albania was also willing for a plebiscite 
to be held it is perhaps unfortunate that the proposal was rejected 
as being impracticable by the U.S. delegate. 

To return to the recent Paris Conference, the Greek delegation 
was able to mark one substantial success to offset, in part at least, 
its disappointment over “Northern Epirus”. This was the failure 
to adopt Article I of the Draft Bulgarian Treaty, which defined the 
frontiers of Bulgaria as those existing on January 1, 1941. This 
date was clearly chosen because no Power wished to challenge the 
transfer of the Southern Dobrudja from Rumania to Bulgaria: a 
transfer which was effective by that date. The Greek-Bulgarian 
frontier remained in January, 1941 as it had been between the wars. 

When the Foreign Ministers adopted Article I of the Bulgarian 
Treaty, a footnote was inserted to the effect that this Article of the 
Greek-Bulgarian Treaty should not be finally approved until 
representatives of the two countries had been heard at the wider 
conference. ‘The Bulgarian Political Committee had rejected both 
the Bulgarian and the Greek claims, adopting Article I as drafted 
by the Foreign Ministers by a majority of 8 to 2, with 3 absten- 
tions. But there was a somewhat surprising vote when this article 
came before the Plenary Session of the Paris Conference on 
October 11. Nine delegations, including those of France, the 
U.S.A., and the U.S.S.R., voted in favour of the Article, and 12 
delegations, including those of the United Kingdom and the 
Dominions, abstained. A curious feature of the voting was that, 
whereas the United Kingdom abstained from voting both in the 
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Political Committee and at the Plenary Session, Australia voted in 
the Political Committee against the demand of Greece for a 
‘‘strategic’’ frontier; but when the Article of the treaty came up, 
without amendment, at the Plenary Session, she abstained from 
voting. Accordingly, the Paris Conference failed to make any 
recommendation on the frontier of Bulgaria, which will have to 
receive further consideration by the Big Four. 


[he Chinese National Assembly 

The war with Japan and its aftermath caused the inauguration 
of the Chinese National Assembly, originally proposed for 1936, 
to be delayed for a whole decade. When, after repeated postpone- 
ments, the first session was at last opened at Nanking on Novem- 
ber 15, the period of “political tutelage” should, in the theory of 
Sun Yat-sen, have given place to a new era of democratic progress. 
[he reality, unfortunately, has been far less auspicious. Twenty 
years of dissension between the Kuomintang and the Communists, 
both authoritarian in outlook and both exhibiting a reluctance to 
consider compromise solutions which is strangely at variance with 
Chinese tradition, has brought this war-torn, famine-stricken land 
to the brink of a civil war which would almost certainly prove far 
more calamitous, more destructive of national unity, than any of 
the numerous convulsions in China during the past century. The 
lecision of the National Government to convene the Assembly in 
he face of Communist opposition has caused General Chou 
En-lai, the Communist leader, to leave the capital and return to 
Yenan, thereby diminishing the fast fading hopes of agreement. 

\t the root of the present disunity in China lies many years of 
\se mutual distrust. With their political grievances unsatisfied, 
their military position weakened by the recent offensive 

mpaign of the Government forces, the Communists refused to 

propitiated by the cease-fire order issued by Chiang Kai-shek 

a gesture of conciliation on the eve of the Assembly. In this 

ilcitrant mood, they have refused to nominate delegates to the 

embly, and their example has been followed, for other reasons, 
the Democratic League, the most important minority group. 
consequence is that what should have been an historic 
ering of representatives of all partiesin China, musters but 1,470 
rates out of a total of 2,050. Furthermore, of those attending, 
, or 85 per cent, are Kuomintang representatives; and 1,200, 

81 per cent, owe their seats to elections held ten years ago under 

tical and social conditions which in the meantime have been 
lly altered. It is suggested that its unrepresentative charac- 

will not deter the Assembly from proceeding to enact a new 
nstitution based upon the draft prepared by the Legislative 
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Yuan in 1936 and amended by the multi-party Political Consulta- 
tive Conference in January of this year. 

The outlook is already sufficiently unpromising, but it is difficult 
to believe that the traditional Chinese sense of moderation will 
not prevent the unilateral adoption of a Constitution which would 
be likely to render the split between Kuomintang and Communists 
irremediable. 


The Future of the fapanese Textile Industry 

A statement in Parliament by the President of the Board of 
Trade about Japanese industry has caused some concern among 
Members representing Lancashire constituencies because it 
seemed to foreshadow a renewal of severe competition from that 
country. The statement, made on October 28, included the 
remark that, while the Government hoped that Japan’s economic 
recovery would be accompanied by the achievement of better 
labour conditions and the elimination of subsidization of exports, 
“‘we cannot afford to stifle Japanese competition in the export 
market by means which would impose on us a corresponding if 
not greater burden’’. To anxious questioners he pointed out that 
it was not practicable to impose labour standards on Japan in 
advance of international labour agreements. 

Japan’s pre-war competition is often not seen in right propor- 
tion by those who suffered from it most. Her share in the world’s 
export trade rose only from about 3 per cent in 1929 to about 3.5 
per cent in 1937, but during that period a diminishing proportion 
was taken by silk and a larger proportion by competitive exports. 
Her conditions of labour were high by Asiatic standards, and would 
probably have been higher but for the need felt to keep the margin 
between production and consumption as wide as possible in the 
interests of aggressive militarism. 

If Japan’s pre-war situation is compared with her probable 
future situation it will be noted that not only will silk probably 
form a diminishing export asset in the face of the competition of 
new fabrics, but other industries such as iron and steel, chemicals 
and ship-building will be restricted in the interests of world 
security. There will thus be even greater emphasis than before on 
light industries such as cotton, woollen, and rayon textiles. High 
wage rates, as understood in this country, are unattainable without 
a spectacular advance in the level of prosperity. At present the 
Japanese are concerned with the bedrock needs of food, shelter, 
and clothes and must necessarily work for lower real wages than 
before the war. ‘The incentive to keep consumption as far as 
possible below production will now be supplied by the require- 
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ments of reconstruction and reparations, and these incentives may 
prove as effective as militarism. 

Before the war Japan had some twelve million spindles, includ- 
ing those sealed to control production. In 1937 nine million 
spindles were used, but as a result of bombing, scrapping, and 
export of spindles only about one million were operated in 1945. 
By the end of July 1946 she had two and a half million spindles 
operable,-of which one million six hundred thousand were being 
used. It is thought that by the beginning of next year about three 
million three hundred thousand spindles will be operable and that 
a further quarter of a million might be repairable. Japan’s large 
textile machinery manufacturing industry will then, if permitted, 
concentrate on the production of new looms and spindles. The 
first raw cotton supplies for this machinery have come from 
America. By the end of September 1946 six hundred and fifty 
thousand bales were shipped from America, compared with about 
three million seven hundred thousand bales imported from all 
sources in 1935 and about three million in 1938. In September 
1946 the production of cotton piece goods amounted to thirty- 
five million square yards, compared with an average monthly pro- 
duction in 1938 and 1939 of about two hundred and fifty million 
yards, and in the previous four years the average had been 340 
million yards, plus some narrow cloth for Japanese-style clothes 
which is probably not being produced in appreciable amounts now. 

The Japanese are very much alive to the importance of the 
industry. Up to now they have only been allowed inferior cotton, 
but their hopes are centred on the production in due course of 
high grade textiles. They have listed the textile industry as essen- 
tial to the national economy, and cotton textile workers are 
entitled to priority in rations and clothing, so that the difficulty 
of recruiting labour is likely to be overcome. The manufacturers 
ire also hoping that the Government will help them over the diffi- 
culties that have arisen through shortages of coal and power. In 
an unexpected way, therefore, the cotton textile industry is again 
being nursed, and it is likely to play an important part in Japan’s 

onomic reconstruction. 





THE AMERICAN ELECTIONS 


N November 5, 1946 the elections were held for the Eightieth 
Congress of the United States. They were the first elections 
since the end o: the war. They were also the first elections 
since the death of Franklin Roosevelt. The party which he had 
led to its greatest successes since the days of Andrew Jackson went 
down into overwhelming defeat in a campaign whose most impor- 
tant aspect was the negative one that it was the first in fourteen 
years.in which his own personality and policies were not involved. 

The Congressional elections covered 47 of the 48 States of the 
Union. Maine had held its elections on September 5, and had as 
usual returned Republicans both to Senate and House. In Novem- 
ber, therefore, there were to be elected virtually the whole of the 
House of Representatives (432 out of its 435 members) and one- 
third of the Senate (35 out of its 96 members). At the same time 
there were gubernatorial elections in 33 States. 

The Republican victory did not put an end to the New Deal. 
World events and the Administration had already done that, and 
the Democratic débacle was a result, not the cause, of its demise. 
If the New Deal meant not simply the social legislation of the first 
two Roosevelt terms, but a positive conception of the Govern- 
ment’s rdle in economic life, a readiness to experiment in economic 
planning, its character had perforce changed when the purpose of 
the economic planning was no longer social security but the 
winning of the war. Roosevelt himself had undergone a trans- 
formation, like the Younger Pitt, from the great domestic reformer 
into the great war leader, the pilot who weathered the storm. At 
the same time the Rooseveltian coalition was loosening. The 
Democrats of the South and the northern city political machines, 
whose alliance was the historic core of the Democratic Party, 
resumed their ascendancy over the labour and liberal elements that 
had characterized the Party in the Roosevelt era. These trends 
found expression in the Democratic Convention of 1944, when 
Mr. Roosevelt dropped Mr. Henry Wallace, the Liberal who had 
been his running-mate in 1940, and accepted instead a neutral 
figure more acceptable to the Democratic bosses; the Senator from 
Missouri, Mr. Harry S. Truman. 

Mr. ‘Truman succeeded to the Presidency on April 12, 1945, 
before the war had ended, but the test of his administration was 
economic readjustment to peace and the prevention of inflation. 
This was the background to the mid-term elections. Labour was 
restless under wage limitations, and there was a succession of 
grave strikes; in the summer of 1946 the Government had to take 
over the coal mines. Industry was demanding the end of price 
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controls. Rationing had been abandoned within two months of 
victory, and there were many shortages, which obscured the fact 
that the average level of American prosperity was higher than ever 
before. ‘The housing shortage gave the Republicans occasion to 
invert their own slogan of the old boom years and claim that under 
Truman there were two families in every garage. Most of these 
conditions were the consequence of the war, but they were blamed 
on the party in power, and in part deservedly, since it progressively 
shed any distinctive policy for dealing with them. Ever since 1939 
Congress had been dominated by a conservative coalition of 
Southern Democrats and Republicans, largely hostile to Roose- 
velt’s policies. After the end of the war this bloc, whose moving 
spirit was Senator Robert Taft, the pre-eminent conservative in 
American politics, met with no effective resistance from the 
Truman Administration in extending its influence over domestic 
economic policy. 

The central battle was fought round the Office of Price Ad- 
ministration, set up by Roosevelt in April 1941, to which the 
\dministration was committed as the basis of economic stabiliza- 
tion. The Republicans maintained that restrictive controls on the 
flow of goods added to inflationary pressures. In June 1946 the 
bi-partisan bloc in Congress passed a price Bill emasculating the 
Q.P.A., which the President vetoed. In July it passed another, not 
less effective, which he reluctantly signed. Under the new law the 
prices of uncontrolled foods soared, and controlled foods disap- 
peared from the market. Of these the most important was meat. 
Cattle-raisers and feeders kept their animals, waiting for the end 

f controls and higher prices. For seven weeks there was a meat 
famine. It was a battle of endurance between the Administration 
and the industry, in which the former was the less successful in 

nning the support of the public. On October 14, in a radio 
idress to the nation, the President bitterly attacked ‘“‘the few men 
the Congress who, in the service of selfish interests, have been 
etermined for some time to wreck price controls no matter what 

e cost might be to our people’, and at the same time announced 

e removal of all controls on livestock and food products immedi- 

tely and of all other controls as quickly as possible. For the Re- 
publicans this was a weak and belated confirmation of their belief 
that the O.P.A. had been bad from the start. To the Liberals of 

ir. Truman’s own party it was a capitulation to a “strike by 
dustry’’ which was not palliated by denouncing the victors in 
act of surrendering to them. The party that is theoretically 

listinguished by a positive philosophy of government is at a 

uliar disadvantage which only itself can impose when it displays 
greater ineffectiveness in practice than its rivals. 
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The ineptitude of the Administration had been shown more 
sensationally, though probably with less direct effect upon the 
elections, a month before. On September 12 Mr. Wallace, the 
Secretary of Commerce, made a speech in New York City in 
which he criticized the Administration’s foreign policy, asking for 


—- 


less subservience to British interests and a greater attempt at co- | 


operation with Russia. On the same day the President told a press 
conference that he had approved the speech before delivery and 
that it was in line with the Administration’s foreign policy. 
Secretary of State Byrnes, who was attending the Paris Peace 
Conference, protested to the President against this breach of 
Cabinet unity on the policy for which he was responsible. Appar- 
ently threatened with the resignation of Mr. Byrnes, Mr. Truman 
asked for the resignation of Mr. Wallace, which took place on 
September 20. This example of irresponsibility on the part of 
the Chief Executive struck an irreparable blow at the credit of the 
Administration. Mr. Wallace’s domestic importance lay in his 
prestige as the Elisha of New Deal Liberalism. He was the last 
survivor of the original Cabinet of 1933, and his continuance in 
office was the guarantee of Labour and Liberal support in the 
forthcoming elections. The manner of his retirement suggested 
that the Left now had as little positive reason to vote for the 
Democrats as for the Republicans, and although Mr. Wallace 
could now no longer speak for the Administration, the Republicans 
found him as useful as the British Conservatives did Professor 
Laski in the general election of 1945. 

Another issue in Republican propaganda besides controls and 
Mr. Wallace was the C.I.0. The Congress of Industrial Organiza- 
tions was the most prominent expression of the great advances 
made by organized labour under Roosevelt, and it was chiefly 
responsible for the series of strikes which had alienated public 
opinion since the war ended. The dominating figure of Mr. 
John L. Lewis, president of the United Mine Workers and first 
president of the C.1.0., illustrated the widespread view that the 
era of the business tycoons had been succeeded by that of the 
tycoons of Labour, and that they were no less dangerous to the 
public, a view which the Republicans gladly fostered. They 
declared in general terms the need to discipline labour and protect 
the public from union excesses. At the same time Mr. Truman 
was forfeiting any but the nominal support of Labour. Mr. Lewis, 
who was himself a Republican, had broken his tactical alliance 
with the Roosevelt Administration when he was refused the vice- 
presidential nomination in 1940, and would maintain the vendetta 
against its successor. The Political Action Committee of the 
C.1.0. had campaigned strongly for Roosevelt in 1944, and was 
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still supporting the Democratic ticket, but it followed Mr. Wallace 
on foreign policy, and bitterly resented the surrender of price con- 
trols ahead of wage limitations. 
The Republicans wrapped both Mr. Wallace and the C.I.O. in 
a mild anti-Red scare, which suited the existing tension between 
the United States and Russia. Mr. Wallace was represented as 
advocating appeasement of Russia. The Democratic Party was 
represented as being led by the P.A.C., and the P.A.C. as taking 
its orders from Moscow. The Communist issue was distorted and 
exaggerated, but it was not an unreal one, and Liberals least likely 
to vote Republican were best informed and most concerned about 
it. ‘The Communists had so little direct influence in the United 
States that they had never been able to elect a Congressman of 
their own, but they had acquired strong positions in a number of 
the C.1.0. unions. The leaders of the C.1.0., however, could be 
relied upon to take care of the Communists, unless their attention 
was diverted to a greater danger from the party of Big Business. 
‘The issues were summed up before the elections by the national 
chairmen of the two parties in the following way: “The issue is 
fundamentally this,” said Mr. Robert E. Hannegan, the Demo- 
cratic chieftain: “Shall Americans continue to go forward under 
the progressive program developed by the Democratic Adminis- 
tration for the benefit of ALL the people, or shall we surrender to 
the will of a few who want only large profits for themselves? In 
this election the American people must choose between a party 
which offers a positive program of action and a party which offers 
no program at all.” 
In the view of his Republican counterpart, Mr. Carroll B. Reece, 
hese are the issues: Houses or blueprints, sound currency or 
lation, government by majorities or pampered minorities, 
uundance or shortages, balanced Budgets or deficit spending, 
\mericanism or Communism, full production or restricted pro- 
tion, free economy or planned economy. The Republican 
ngress elected November 5 will restore orderly, capable, and 
nest government in Washington to replace controls, confusion, 
rruption, and Communism.”’? 
Both these statements were highly coloured, and the election 
npaign was governed more by the record of the Administration 
n by any clash of positive policies. If the issue was a controlled 
us a free economy, the Administration had surrendered its 
sition before the electoral battle was joined. After the abandon- 
ent of New Deal liberalism, the only claim of the Democrats 
| the loyalty of the electorate was that they had been in power 
+ years, and this was precisely the same disadvantage that it had 


* Summarized in The New York Times, November 3, 1946. 
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been to the Conservatives in Britain the year before. The Republi- 
can slogan, which originated in Massachusetts, ““Had Enough? 
Vote Republican’, skilfully appealed to the weariness and frustra- 
tion of the voter, and his inconsistent but deeply felt desire for an 
end of shortages, strikes, controls, and high prices. Democratic 
propaganda asserted that the issue was still that between Roosevelt 
and Hoover; but the average voter was unaffected by the likelihood 
of a new recession, and even pronouncements from Mr. Hoover 
himself which showed that he at least had not changed in the 
intervening years could hardly revive the memory of 1932.' 
Having abandoned the domestic policies of Roosevelt, the Demo- 
crats were left with no election assets but the great name itself, 
and this had deteriorated into a purely emotional appeal.* They 
were reduced to using the golden voice of the dead President on 
gramophone records over the radio; the living President was 
advised to take no part in the campaign, and did not. 

The defeat of the Democrats was foreseen. It is a rule that the 
party in power loses strength in the off-year elections, and the 
public opinion polls had forecast a Republican victory, perhaps 
contributing as is their habit to the result which they predict. As 
the Administration passed from one misfortune to another in the 
months before the elections, the political cartoons showed an 
eager and joyful Elephant waiting to assume the steering wheel, 
to take over the housekeeping, to seize the ball, from the hands of 
an imbecile and dispirited Donkey.* 

The election result exceeded predictions. More than 36,000,000 
voters went to the polls, surpassing the record for a mid-term 
election in 1938. In terms of the popular vote it was not simply a 
swing of the pendulum but a landslide comparable to the Roosevelt 
victory of 1936. 

The Republicans won both Houses. In the Senate the Demo- 
crats sank from 56 to 45, the Republicans rose from 39 to 51.‘ 
The Democrats lost almost every regional advantage they had held. 
The Republicans had two Senators in 18 States, one Senator in 


1“°The whole world, including the United States, has been for years driving 
to the left on the totalitarian road of ‘planned economy’. America is by this 
election the first country to repudiate this road. And it defines that the Republi- 
can Party is the party of the Right’’ (statement on election night). Mr. Dewey 
described the election result as ‘““making a choice between two different kinds of 
government involving two different philosophies”, but he did not preclude his 
party from trying to behave as a party of the centre. 

2 ““The spiritual eyes of that great saviour and emancipator will be looking 
inside ballot boxes tomorrow to see how you mark your ballots” (Senator 
Claude Pepper in New York on the night before the election). Unfortunately 
ballot boxes are not used in New York. 

* The Republican Elephant and the Democratic Donkey, invented by the 
great cartoonist Thomas Nast, have been party emblems since 1874. 

“In the 79th Congress there had been also one Progressive Senator. 
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15 States. In Pennsylvania Joseph F. Guffey, a noted New Dealer, 
was defeated by Edward Martin. In Massachusetts David I. 
Walsh, who had sat in the Senate for 26 years, was defeated by 
Henry Cabot Lodge, junior. In Ohio, ex-Governor John W. 
Bricker was elected over James W. Huffman. In New York, which 
had not returned a Republican Senator since 1920, a practically 
unknown candidate, Irving M. Ives, defeated as distinguished an 
opponent as ex-Governor Herbert Lehman. Several of the new 
Senators: Flanders of Vermont, Baldwin of Connecticut, Lodge 


of Massachusetts, were Republican Liberals, but they were greatly 


utnumbered by the old guard whose strength was now augmented 
yy Mr. Bricker and Senator Jenner from Indiana. 

In the House the sweep was still more triumphant, giving the 
Republicans a margin of 58. ‘The Democrats sank from 214 to 188, 
the Republicans rose from 192 to 246. In 2g States the Republi- 
cans had a majority or the entire membership of the House 
lelegation. Here, too, familiar figures were defeated. Andrew J. 
Viay, chairman of the House Military Affairs Committee, and 
Emmett O’Neal, who had sat for six terms, lost in Kentucky. Mr. 
fruman suffered a humiliating rebuff on his home ground of 
Kansas City. He had personally intervened in the primary to 
secure the rejection of Representative Slaughter, but his hand- 
picked candidate was decisively beaten by the Republican. 

The gubernatorial elections showed the same trend. Before the 
lections the Democrats held 25 governorships, the Republicans 

3. The elections exactly reversed this ratio. In Ohio Governor 
Lausche, a New Deal liberal, was defeated by Thomas J. Herbert. 
In Massachusetts Governor Tobin was defeated by Robert F. 
Bradford. ‘The Republicans also won Idaho, but it paired off with 

surprise Democratic victory in Colorado. In California there 
vas no contest, since Governor Earl Warren had been renominated 

the Democrats as well as by his own party. ‘The most sensational 

f the State elections was in New York, where Governor Dewey 

re-elected by the largest majority in the history of the State 

Senator James M. Mead. 
here were several notable features of the Democratic defeat. 
was the failure of the famous big city political machines. 
yor Frank Hague of Jersey City, once the most powerful 
tician in New Jersey, suffered his greatest defeat in twenty 
rs in the State at large, and only retained control of the city 
ministration. The rule of Mayor Kelly in Chicago was virtually 
roken, and it was the same with the Pendergast machine in 
the 79th Congress there had also been one Progressive and one American- 


r Representative. Vito Marcantonio was returned to the 80th Congress 
nerican Labour candidate for the eighteenth district of New York County. 
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Kansas City, from which Mr. Truman had received his promotion 
into national politics twelve years before. In New York ‘Tammany 
had been in a decline for more than ten years, and it was now 
beaten not only on the State ticket but in the local judicial elections 
as well. For the first time in modern history the Republicans got 
more votes than the Democrats in New York City. It was clear 
that the city machines could no longer deliver votes to order, 
and could influence elections only in so far as they accurately 
judged the temper of the people. 

It was clear also that nobody could deliver the Labour vote. 
Mr. Lewis had experienced this in 1940 when his trusty miners 
overwhelmingly disobeyed him to support Roosevelt for the third 
term; he experienced it again now when he could not prevent them 
voting the Democratic ticket against his orders in Pennsylvania. 
On the other side, the Republican sweep was particularly notable 
in the great industrial States, Pennyslvania, Ohio, Michigan, 
Wisconsin, California, and Washington. Thousands of union 
votes must have gone to swell Governor Dewey’s great majority. ! 
The C.1.0.-P.A.C. and its ally the National Citizens’ P.A.C. were 
soundly beaten. Out of candidates supported by them in 318 
elections only 73 were elected. On the West Coast the prominent 
P.A.C. candidates, Representatives Jerry Voorhis of California, 
and Hugh DeLacy and John M. Coffee of Washington lost their 
seats. ‘The elections showed that there was still no class alignment 
between the parties, and no national Labour vote in the United 
States. 

It seemed clear, again, that the chances for a third party were 
less propitious than they had ever been. The American Labour 
and Liberal parties had carried New York City for the Mead- 
Lehman ticket, but they made little impression on the State. The 
Democrats were left with the ambivalent realization that their 
alliance with the Left Wing parties had given them no present 
advantage, and yet that future success must depend on broadening 
the alliance. And self-conscious Liberal opinion, which could 
regard itself as virtually disfranchised by the election, was left 
with the realization that its only hope for the future still lay in the 
Democratic Party, the coalition of Conservatives from the poll-tax 
States and northern bosses which had none the less in due season 
given the nation a Woodrow Wilson and a Franklin Roosevelt. 

The election of a Republican Congress produced the situation 
of potential conflict between the legislative and executive branches 
which is recurrent under the American Constitutional system. 


?“T am sorry to say a lot of labouring men voted Republican on this occasion 
because they simply had got tired of seeing the Democrats around”’ (Mr. Wal- 
lace, radio address, November 10, 1946). 
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Taft after 1910, Wilson after 1918, Hoover after 1930,’ all had the 
problem of working with a hostile Congress. The last two prece- 
He nts were ominous, and the prospect of deadlock in the American 
Government at this juncture caused concern. The day after the 
election Senator Fulbright of Arkansas, a Liberal Democrat, 
suggested that Mr. Truman should appoint a Republican as 
Secretary of State and then resign, so that the law of Presidential 
succession should place a Republican in the White House.* Mr. 
Truman dismissed the proposal, and on November 11 made a 
dignified statement of his readiness to work with the Republican 
Congress in the national interest. But he made no suggestions for 
nstitutionalizing the co-operation, and so contributing to a per- 
manent solution of the Constitutional problem. 

In fact, Mr. Truman’s solution was to follow the election returns 
and appoint himself as Republican President, and there was reason 
to suppose that this accorded with his own sentiments, relieving 
him of commitments to the New Deal wing of the party which he 
had always found embarrassing. But still more did it suit the 
Republicans to keep Mr. Truman in office as a lame-duck Presi- 
dent. For two years they would have power without responsi- 
bility, and time to fight out among themselves the undecided ques- 
tion of who was to be Mr. 'Truman’s successor. 

For this was the great issue precipitated by their victory. A 

id-term election is a kind of primary on a national scale, indicat- 

ig the party that is likely to capture the national Administration 
two years hence. And one of the laws of American politics is that 
party which loses the mid-term elections loses the Presidential 
lections which follow.* For every politician (though the average 
‘ter did not need to look so far ahead, since the decision in the 
| was his) 1946 was seen in the perspective of 1948. And now 

t the Republicans were assured that the rule of the Grand Old 
ity would be restored in the White House after the interregnum 

sixteen years, they were embarrassed by the richness of their 

esidential timber. The party organization was supposed to 
ur the two Ohio statesmen, Senator Taft and Senator Bricker 


\s a result not of the mid-term elections of 1930, which gave the Republicans 
rity of one in the Senate and two in the House, but of subsequent deaths 
enabled the Democrats to organize both Houses. 
1e proposal was supported editorially on the same day by The Chicago Sun 

I'he Atlanta Constitution. Mr. Lippmann pointed out that the Founding 

srs had foreseen the problem and provided in the law of March 1, 1792 for 
ential resignation followed by an immediate Presidential election (The Neu 
Herald Tribune, November 12, 1946). 

Since the Civil War, on five out of six occasions on which the off-year 
ms had returned a Congress opposed to the President (1882, 1890, 1894, 
1918) the result was a change in the party of the Presidency at the following 
ns. The exception was the elections of 1878, in which Hayes lost both 

es, but was succeeded by Garfield in 1880. 
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Mr. Taft was the son of a President, had been runner-up to Mr. 
Willkie for the nomination in 1940, and would now become ruler 
of the Senate as chairman of the Steering Committee. Mr. 
Bricker had been vice-presidential candidate in 1944. But the 
choice facing the Republican Party was not simply between these 
two unimpeachable Conservatives; it was much more like the 
choice it had had in 1912 between Senator Taft’s father and 
Theodore Roosevelt. For Governor Dewey’s extraordinary 
victory in the most important electoral State of the Union showed 
him as the supreme vote-getting Republican leader, and gave 
him a unique advantage for the 1948 nomination, in spite of his 
being the defeated candidate of 1944.* 

After victory the Republicans announced their main legislative 
intentions as being to end whatever controls remained, to reduce 
Federal spending, and to cut taxes by 25 per cent. There was talk 
of outlawing the closed shop and of modifying the Wagner Act 
which established Labour’s right of collective bargaining. But it 
was probable that the new masters of Congress would tread more 
carefully than some of their exultant legionaries suggested. The 
responsible leaders did not want to antagonize the 15 million 
union members before the next election gave them effective power 
to discipline labour from the White House. But if the. union 
leaders were to launch upon a series of reckless strikes in the 
meanwhile, that would be a different matter. 

Foreign policy was not an election issue. The Republican 
Senator Vandenberg interpreted the result as an “unmistakable 
endorsement of the united bi-partisan foreign policy through 
which we are striving for national security and world peace”. He 
would now succeed the Democratic Senator Connally as chairman 
of the Senate Foreign Relations Committee, but since 1945 the 
two of them had been joint advisers to the Secretary of State in the 
conduct of foreign policy. The difference of opinion between Mr. 
Wallace, who believed that the bi-partisan policy was really a 
Vandenberg policy, and the Republicans of the Right, who 
suspected that Mr. Vandenberg had become a disguised Demo- 
crat, paralleled the controversy about whether American foreign 
policy was the dupe of British diplomacy, or British was subservient 
to American imperialism. In either case the common policy was 
the expression of a common interest, and the American bi- 
partisan policy was hardening into national policy. The Monroe 
Doctrine itself was born of bi-partisan consultation. 

But the bi-partisan policy had hitherto found its chief expression 
negatively, in resistance to Russian pretensions, and politically, in 
adherence to the United Nations and in the problems of peace- 


1 The Republican Party has never renominated a defeated candidate. 
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making. What it would mean in terms of positive internationalism 
and of economic foreign policy was less clear. Mr. Taft, the leader 
of his party in economic matters, had voted against the Bretton 
Woods Agreement, disapproved of the British loan, and criticized 
the Administration’s programme of reconstruction loans to foreign 
countries. It was certain that the United States would continue to 
support the United Nations, to which Roosevelt had given so much 
of his last energies; it was a great deal less certain whether under 
the new Republican ascendancy the Roosevelt-Hull policy of 
lowering America’s traditional high tariffs and promoting recipro- 
cal trade agreements would be followed. 

For all this, isolationism was dead. European opinion was 
inclined to interpret the Republican victory of 1946 as a repetition 
of the Republican victory of 1920, which had repudiated Wilson 
and the League of Nations. But there was much better reason to 
see isolationism as an unrepeatable phase of Republican policy 
occasioned by unique conditions. The party of Grant, McKinley, 
and Theodore Roosevelt was historically the party of expansionism, 
not of world abdication. But though in domestic affairs the election 
might produce an archaistic attempt to return to the days of 
‘normalcy’, in foreign affairs the American political scene of 1946 
had more resemblance to the aftermath of the Spanish War than 
to the age of Harding, and yet differed from both in a slowly 
maturing public sense of international responsibility. 

M. W. 


THE BRITISH ZONE IN GERMANY 
AN ECONOMIC STOCK-TAKING 


NYONE attempting to give a concise picture of Germany 18 
ie after capitulation is faced with a number of formid- 
able difficulties. The situation is chaotic and fluid, so that 
nts occur with bewildering suddenness, thus rapidly falsifying 

y picture. The Russian zone is still largely a closed book as far 
tinuous and objective data are concerned. Information even 
ut the Western zones, though ample in volume, is mostly 
ligested, and may be out of date or incomplete. Most impor- 
of all, there are two distinct fundamental problems. ‘The first 
the quadripartite discussions in Berlin, where Germany’s fate is 
factor in the future political relations between the Allies. The 
nd is that of events and trends in the actual zones of occupa- 
Although the latter are sometimes influenced by what 
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happens in Berlin they are much more directly linked to, and have 
a direct bearing on, current European events generally and the 
individual occupying Powers in particular. However much one 
may be tempted, therefore, to examine the German problem from 
the angle of international politics, the immediate fate and 
behaviour in this “century of the common man” of 65 million 
Germans is likely to have a decisive influence on world events, 
and it is therefore proposed here to concentrate on this aspect of 
the problem, in particular as far as the British zone is concerned. 

There are several reasons for concentrating on the British zone. 
In the first place, there is the difficulty already mentioned of 
obtaining reliable and unprejudiced information on the Russian 
zone and the motives governing its administration. In the second 
place, a coherent picture of the chaotic and changing situation 
inside the British zone can only be evolved as the result of practical 
experience over a lengthy period. Finally, it is important that the 
British public should be fully informed on conditions and commit- 
ments in the area for which Great Britain has accepted respon- 
sibility if she is to fulfil her réle of an enlightened democracy. 

A short comparison of the situation in the four zones in the 
autumn of 1946 will not, however, be out of place. 

The British zone has between 22 and 23 million inhabitants, 
an increase of some 2} million on pre-war figures, for which the 
flood of refugees has been responsible. By way of comparison the 
population of the Russian zone is 19 million, the American zone 
17 million, and the French zone 7 million. ‘The British zone is the 
most industrial and the least agricultural, comprising as it does 
the towns of Hamburg, Bremen, Hanover, Brunswick, Kiel, 
Osnabruck, Cologne, and the Ruhr. Food production in this zone 
is the lowest of the four, being only some 40 per cent of require- 
ments. It is the most damaged; no moderate sized town is less 
than 60 per cent destroyed, while big towns are as much as 75-90 
per cent destroyed. The housing position is therefore appalling. 

The American zone has, in comparison, a certain amount of 
industry, though not as much, but a considerably smaller food 
deficit. The Russian zone is the most agricultural, and before the 
war had been an exporting area: now it is feeding the occupying 
Russian Army of about a million, and there is said to be no export 
surplus, as (the Russians say) the rich Eastern districts have been 
ceded to Poland: but this argument is not altogether true. ‘The 
French zone has the best balanced economy and is the least 
damaged; it should be the most convenient to administer, but the 
French are taking an important percentage of the food and 
industrial production for France. 

The harvest appears to have been good this year in the British 
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zone, and also probably in the American and French zones; 
distinctly better than last year’s. In all these three zones the 
Germans have done magnificent work on the harvest; men, women, 
and children have been out in the fields from dawn till dusk, and 
after the harvest every ear was gleaned for fodder. The efforts of 
the British Food and Agricultural Division of Military Govern- 
ment in providing seeds, etc., and in organizing and encouraging 
the agricultural drive, should receive due notice. Little is known 
about the harvest in the Russian zone: last year it had been a 
complete wilderness—empty of people, with rotting crops, with 
horses, cattle, and implements all equally scarce, owing to their 
removal by the Russians. This year the harvest should be better, 
but the lack of implements and draught animals must have set 
the farmers back: moreover, a good deal of confusion and loss of 
production seems to have been caused by Russian attempts at 
land reform. ‘This had been put in hand for political reasons, but 
the consequences of breaking up the well-run and profitable large 
estates were so economically disastrous that efforts to change the 
land tenure were abandoned and many of these estates are still 
ntact. Inasmuch as all the three Western zones are deficient in 
food production, and the chances of obtaining sufficient food from 
Russian zone are remote, a good harvest in the West only 
serves to reduce, but does not remove altogether, the need for food 
mports. During the past year the British zone has imported 
well over 100,000 tons of foodstuffs monthly—the most impor- 
tant item in the gross cost of the zone to the British taxpayer of 
me {130 million annually. ‘These imports did not enable even 
ibsistence level of rations to be maintained, so that if current 
yposals for a substantially higher nutrition level are adopted, 
e annual cost may easily be {50 million more. On the other 
nd, the economic pooling of the British and American zones 
ild be a substantial advantage to Britain, as the zonal deficits, 
which that of the American zone is much the smaller, will 
resumably be shared. 
his economic pooling, however, can only be effective if certain 
nditions are fulfilled—which emerge fairly clearly from a further 
nalysis of the current food situation. The present so-called “food 
s’ is not really a sudden crisis at all, but only an aggravation 
uation which has existed for over a year, and which was due 
aes of stocks and continued uncertainty of food ship- 
its. On several occasions during 1945-46 there were only a few 
’ stocks of food in the zone, and an acute situation was only 
rted by the timely arrival of one or more food ships. Any long- 
. planning on this basis was obviously impossible; and there- 
when Mr. Morrison returned from the U.S.A. earlier this 
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year and appeared to convey the impression that in return for the 
sacrifice of British “‘pipe-line” food supplies the Americans had 
undertaken to maintain the existing ration scales in the British 
zone, a real step forward seemed to have been made. 

Unfortunately, this help never materialized: it is still obscure 
as to what Mr. Morrison actually did obtain, but not only has there 
been no improvement of supplies to the zone, but the situation 
has rapidly and acutely deteriorated. In addition, strikes in the 
U.S.A. and increasing weakness of control by the American 
Administration has held up regular shipments which had been 
contracted for—a disastrous development when emergency stocks 
do not exist. It is in the light of these circumstances that any 
future arrangement for pooling supplies to the British and U.S. 
zones must be examined. An undertaking in principle that rations 
should be equalized is by itself useless: the U.S.A. must guarantee 
that adequate shipments will continuously arrive on time and be 
sufficiently large for current consumption and for the building up 
of emergency stocks against future contingencies. No other 
solution is possible, because América is at present the only source 
of supply of surplus food, and therefore cannot escape responsi- 
bility if famine develops. Quite recently, welcome shipments—on 
a barter basis—have taken place from the Russian zone. As long, 
however, as the Potsdam principle of the economic unity of 
Germany is not accepted and implemented unconditionally, such 
shipments cannot be relied on to be either continuous or adequate, 
and therefore the maintenance of rations in the Western zones of 
Germany must remain the responsibility of the Western Hemi- 
sphere. 

This, then, is the picture after 18 months of occupation. On 
defeating and occupying Germany the British Military authorities 
found industry badly battered and at a standstill, a completely 
smashed transport system, a collapsed administration, urban life 
and services largely destroyed, and disease and famine threatening 
—all this especially in the British zone, because it was the most 
industrialized, the worst destroyed, and (as already mentioned) the 
least food-producing. In the first few months, therefore, drastic 
emergency measures had to be taken to deal with the most pressing 
problems. 

One was disease. Sanitary arrangements had been destroyed by 
the bombing, and the water supplies were often dangerous: apart 
from these difficulties the incoming flood of refugees, often dirty 
and diseased, raised a real danger of epidemics. Military Govern- 
ment had to organize the supply of disinfectants and pharmaceuti- 
cal products, and in an emergency to call on the R.A.M.C. for 
reserve supplies from Army stocks. 
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Another immediate problem was food: nothing much could be 
done for the 1945 harvest, but provision had to be made immedi- 
ately to assure the 1946 season with fertilizers and insecticides. 
In 1945 the position for both these necessities was very bad, but 
in the 1946 fertilizer season it has been possible to produce in 
the British zone about half the amount of fertilizers required and 
most of the insecticides. In 1947 the British zone should be able 
to produce oo per cent of its needs in some fertilizers, and might 
have an exportable surplus of insecticides. 

Transport was another urgent problem: there was no rail 
traffic, canals and bridges were destroyed or heavily damaged, 
roads often impassable, and a rapidly growing shortage of tyres 
and spare parts for motor traffic. Thanks to the efforts of the 
Royal Engineers of 21 Army Group (later Rhine Army) and their 
efficient mobilization of German technical resources quite remark- 
able progress was made in a few months. The above are only a 
few typical examples—other similar problems were similarly 
tackled under extremely difficult conditions, with virtually no 
overall directives, with bad communications, etc. Initiative and 
the twin basic principles of equity and common sense were 
used by the men on the spot, and an excellent team spirit and 
sense of responsibility were developed, soldiers co-operating well 
with the civilian technical experts seconded to Military Govern- 
ment units. All this achieved notable results. Thus, in spite of 
destroyed sewage systems, the presence of millions of refugees, 
lispersal of concentration camps, etc., public health was main- 
tained and epidemics prevented or checked. Over 24 million 
surrendered Wehrmacht were gradually dealt with, several 
million displaced persons repatriated and a substantial residue 
settled in camps, large number of homeless Germans somehow 
housed and over 2 million refugees from the East billeted, usable 
railway mileage raised from almost nil to some 7,500 miles, canals 

nd something like 1,000 bridges repaired, food rations maintained 
n spite of chaos, and so on. In the light of all this, there is little 
vonder that the Germans—stunned by the fury of Allied attack 
| by defeat and only very slowly coming round—felt that the 
British had done well, so that towards the end of 1945 British 
prestige stood high and the ability of the democratic system to 
roduce an irresistable military machine and then swiftly and 
tectively to tackle a formidable emergency appeared to be 

imphantly vindicated. 

Thus, satisfactory foundations for developing our longer- 
rm policy appeared to have been laid and a more favourable 
mosphere created than one could have hoped. These oppor- 
ities unfortunately were stultified by subsequent events. 
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In occupying and controlling Germany British objectives were 
threefold: (1) to disarm German industry; (2) to maintain a 
moderate standard of living; (3) to save the British taxpayer 
expense. 

These objectives differed as to time. The destruction of war had 
made Germany incapable of rearmament for a number of years, 
and the disarmament factor (1) was thus a long-term one. Sub- 
stantial stocks were available to maintain a moderate living 
standard, so that with adequate planning a breathing space could 
have been obtained, and (2) could become a medium term objec- 
tive. Owing to the high cost of occupation, and the fact that the 
British zone was very deficient in food, objective (3) was one of 
immediate urgency. 

The economic structure of Germany was bankrupt, but some 
plant, technical personnel, and stocks were available. The first 
stage, therefore, should have been to husband the stocks of capital 
equipment and other goods available, and work out a reconstruc- 
tion plan. Unfortunately, although the situation was chaotic, the 
relatively substantial stocks available at first created an illusory 
impression of ability to continue running, and so these stocks were 
allowed to be consumed. Now it will take a much longer and much 
greater effort to bring industry back even to a moderate degree of 
reconstruction. Had it been possible to prepare a proper recon- 
struction plan in the autumn of 1945, it would have been easier to 
implement it before piecemeal and faulty patching up and fritter- 
ing away of resources had jeopardized the situation. 

Instead, all attention was concentrated on the unfortunate and 
unworkable Potter-Hyndley report on coal exports from the Ruhr 
and the reparations and demilitarization aspects of the Potsdam 
Agreement—to the exclusion of the much more immediately 
important provision in it for the economic unity of Germany. 

The Potter-Hyndley report of September, 1945—compiled 
without real knowledge of all the facts of the situation—estimated 
that a possible 25 million tons would be available for export 
between October, 1945 and April, 1946 (actually only about 
20 per cent of this was exported). This report resulted in a 
constant scrutiny of coal supplies, and a cutting down of the 
proportion allowed to German industry. That was unfortunate 
to begin with, and subsequent attempts to secure more supplies 
by diverting from export in an effort to establish long-term 
planning for German industry were unable to withstand political 
pressure—mostly from the French. It was also unfortunate that 
the British were responsible for the only big basin of coal in 
Western Germany, because it raised what should have been an 
economic question into the stratosphere of inter-allied politics. 
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At the present moment a complete industrial impasse prevails 
in the British zone because no infusion of fresh life into industry 
has been possible. ‘The Potsdam Agreement has never been much 
of a success, for obvious reasons: the French had not been invited 
to take part and therefore did not feel bound by it. The Americans 
would not co-operate as long as the Russians refused to do so, and 
the Russians had never meant to co-operate fully. It thus seems 
that the British are the only signatories to take it seriously, and 
this naturally tends to cause an impasse, the effect of which is little 
short of disastrous. ‘The Agreement itself is an unfinished and 
clumsy bit of machinery; the industrial sections do not make sense 
and cannot be implemented; there have been some modifications, 
and there will have to be many more. The general feeling of 
uncertainty which has resulted from the Agreement has had a 
profound and depressing effect on German morale, since the 
Germans could not help seeing that there was less of everything 
in the shops now that stocks have been exhausted and industry 
not yet organized to produce fresh supplies, while at the same time 
all emphasis is being laid on reparations and demolitions. At first 
the Germans had wanted to “‘work their passage home’, but now 
their energies have been sapped. The worst effect has been visible 
in industrial production, where something like a 50 per cent 
decline in efficiency has been observed. A contributory factor was 
that the British have been the victims of history and are faced with 
a real dilemma. They have gone all out for economic disarmament 
precisely because after the war of 1914-18 there had been no 
economic disarmament. Should we have tried to rehabilitate 

dustry up to a level which would have saved the British taxpayer, 
and then have attempted disarmament? 

The correct answer perhaps is that we should have completely 

stroyed the relatively few key-points in primary war industry— 

ell known to us—immediately after victory. We > should not have 
rried about the much more numerous “‘near-war’’ industries, 
but should have concentrated on German rehabilitation until the 
erman economy was once more on an even keel. ‘Then we could 
e begun to carry out a drastic disarmament programme. As 
ngs are our policy has been to swing from one extreme to 

‘ther under political pressure, and a position has now been 

‘hed where neither one objective nor the other is being achieved. 

is in this that the divergence between quadripartite discussion 
Berlin and actual problems in the zone, mentioned at the 
itset, stands most revealed. The constant conflict and diversion 
effort between one and the other is making it impossible for the 
f of the C.C. to fulfil both tasks, and this, together with absence 

f an overall plan, tends to put British administration tactically at 
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a disadvantage in quadripartite discussions, because it cannot 
relate immediate actions to a strategic background. ~ 

A result of this progressive deterioration of German industry is 
the continued financing of the zone by the British taxpayer to the 
total—already nentioned—of some {£130 million annually (or 
some {50 million more if a higher nutrition level is fixed). As 
against these undated interest-free credits (a highly questionable 
form of loan financing) exports of natural products—coal, timber, 
salt, potash—are perhaps somewhat optimistically estimated at 
£50 million, leaving a net deficit of at least £80 million. Of this, 
the actual cost of administration is only a small fraction—by far 
the bulk being the cost of imports. In this connection it is not 
generally realized that the British zone has come off very badly, 
under an incompletely applied Potsdam Agreement which had 
presupposed Germany to be treated as an economic unit. This is 
largely because each zone has to pay for its imports individually 
in dollars, but any exports also credited in dollars are credited 
jointly to all zones. Since the Russians refused to carry out the 
Potsdam Agreement this policy of exports applies to the three 
Western zones only. 

The British zone still has valuable assets for export trade, con- 
sisting of labour, skill, experience, and plant capacity which could 
be made available. To make full use of this, the aim should be low 
consumption of materials and a high degree of fabrication: thus, 
easy machinery for importing raw materials for conversion is essen- 
tial. Early this year an export programme of over {90 million, 
requiring less than 14 million tons of coal was drawn up, but has 
made virtually no progress because it has become enmeshed in 
complicated procedure and conflicting policies An unpleasant fea- 
ture from the British consumer-taxpayer point of view is that about 
£20 million worth of consumers’ goods, of which this country has 
been starved for years, could have been made available—inciden- 
tally releasing some British capacity for export. The Board of 
Trade, however, argued that these were luxury imports which 
Britain could not afford. As Britain had already spent the money 
on financing Germany’s trade deficit, this is hardly convincing. 
Such an attitude to German exports has the further disadvantage 
that it condemns a large and potentially efficient section of 
European industry to idleness and deterioration at a time when the 
world is crying for reconstruction and for consumers’ goods. The 
Russians and French, and now the Americans, have realized this: 
the Russians are working German industry for export to Russia 
and are now supplying materials for it. The French attitude is 
the same: both argue that the Germans have caused them suffering 
and deterioration and now should be made to work to put this 
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right. ‘The American attitude is somewhat different: they consider 
that German industry should give an opportunity to American 
tradc, and they are taking steps to that end, such as organizing 
through the Reconstruction Finance Corporation the supply of 
raw materials to Germany for fabrication and re-export. All this 
has a good effect on German morale because it gives them an 
opportunity for economic activity and makes them feel they have 
some part to play in the world. In the present sellers market all 
goods can be readily absorbed, so that competition is not a factor. 
\nother development is the prospective opening up of the French 
and American zones for tourist traffic, and the facilities being 
granted by the French for patenting inventions. Here again, the 
effect on German morale and their political outlook is greater even 
than the economic results of starting the machine running again. 
To sum up, the economic structure of Germany when the Allies 
took over was that of a bankrupt company with the directors either 
fled or imprisoned for fraud. The need, therefore, was to recon- 
struct the company after drastically writing down the assets and 
limiting its activities. Such reconstruction always requires infusion 
of fresh capital. But, as has been mentioned earlier, an illusory 
impression of ability to continue running after emergency repairs 
had been created, and stocks were allowed to be consumed. Now 
therefore it will take much longer and a much greater effort to 
bring industry back even to a moderate state of reconstruction. 
(hus, real investment in terms of capital goods and services, as 
well as re-stocking in raw materials and semi-manufactured pro- 
ducts, is becoming urgently necessary; i.e. the infusion of new 
apital into a bankrupt company, which under normal conditions 
in the form of credits, must take the form of real goods and 
particularly raw materials and coal, which will have to be diverted 
om other uses. 
he longer the decision is delayed, the more it will ultimately 
come necessary, because damaged plant standing idle deterio- 
tes with alarming rapidity, and the more use will have to be 
de of plant prohibited as a matter of policy—a use which could 
t have been avoided entirely, but might have been mitigated by 
tter original planning. 
We are thus faced with the paradoxical situation of an inpending 
pital boom. The very considerable repairs and reconstruction 
ch will be required even for a low level of activity, as well as 
botapere: from the raw material to the finished article, will 
eate a big temporary demand quite out of proportion to the level 
activity sale at. ‘his may reproduce the classical conditions 
the economic cycle—a boom following a slump, when new 
apacity has to be made available to meet growing demand, 
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obsolete plant has to be replaced, and stocks which have been run 
right down built up again. All these conditions are likely to come 
about simultaneously, because deterioration and run-out of stocks 
have taken place in all branches of industry, and may well coincide, 
in point of time, with demand for packing and removing equip- 
ment for reparations, thus competing for the limited supply of 
labour and transport. Priorities which might have been planned 
carefully from the outset when sections of industry were heavily 
damaged and not operating, and therefore labour and materials 
were more available for planned reconstruction, will now all more 
or less coincide. This means, of course, that the term “priorities” 
will become meaningless, because “when everyone is somebody 
then no one is anybody”. 

The man-power situation is causing increasing anxiety in spite 
of the very low level of industrial activity. Although the popula- 
tion of the British zone is some 2} million greater than before the 
war, yet the number of able-bodied males is substantially less, so 
that there are alarming shortages in a number of industries, in 
particular in mining. At the same time, there are considerable 
numbers of cripples and medically unfit persons who are tem- 
porarily or permanently unemployable. The proportion of women 
and also of young children is high in some districts, in the case of 
women very high. All this is due toa number of complex war-time 
and post-war factors. German losses in dead were big, and in 
addition, owing to bad deficiencies in medical servicesy the 
percentage of cripples and [medically] incapacitated is astonishingly 
high. In addition, prisoners are still held by the Allies, and of 
these over a million are working in France. When that part of the 
Wehrmacht which was in the Western zones was disbanded—the 
British alone had about 2} million of them—the principle was 
adopted that the men should be returned to their homes. Un- 
fortunately, the prisoners returning from the East were in the 
main only the maimed and the unfit, since the able-bodied were 
held in Russia, Poland, and elsewhere. This contrast in man- 
power between the zones was, of course, especially detrimental to 
the British zone, which has the biggest population. Further, there 
was—and still is—the movement of refugees and people expelled 
from the East. Here again, those who arrived were the unfit and 
the old among the men, with very large numbers of women, many 
of them also old, and young children. Their physical condition 
was often poor. This movement is not yet complete; for example, 
there are some 300,000 refugees in Denmark who cannot yet be 
accepted because of the appalling housing situation in the British 
zone. 

Thus, the man-power situation in the Western zones—and 
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particularly in the British—is thoroughly unhealthy as regards the 
age, sex, and quality of the population; a large proportion of male 
cripples and unfit, a conspicuous shortage in the 20-45 age groups, 
a heavy preponderance of women (including many old and unfit), 
and a high proportion of young children. Although a detailed 
census has not yet been taken, and therefore the quantitative 
consequences cannot be evaluated, a qualitative estimation may 
be attempted. Over the next few years there will be an acute 
shortage of able-bodied men for heavy industry. There is, for 
example, a shortage of something like 60-80,000 coal miners, with 
probably an excess of women for lighter trades. There will also be 
a very high proportion of unemployables, who have to be supported, 
as well as of very young children. In later years, when the children 
grow older, there will be a big influx of juveniles into the labour 
market, and ultimately a marked improvement in able-bodied 
labour supply, but later, again, the sharp drop in the birthrate 
and the present big disequilibrium in the sex ratio will begin 
to tell. 
The problem is complicated by the presence of some 800,000 
“displaced persons” in the three Western zones. ‘These cannot 
be usefully employed in German industry partly because of the 
difficulty of different ration scales between them and Germans, 
but more particularly because of the formidable obstacle of putting 
Germany’s erstwhile victims to work under Germans again. 
Meanwhile, they occupy valuable housing space. The acute lack 
of this, particularly in the British zone, prevents labour mobility, 
which would be the only way of using efficiently the limited labour 
resources available, and is a serious obstacle to the influx of extra 
abour, such as returned prisoners or some of the 300,000 refugees 
now in Denmark. This extra labour would not only mean an 
ibsolute increase in man-power, but would also be much fitter, 
yecause of having lived on better rations. This latter point is 
mportant, since bad feeding and low morale have reduced in- 
istrial labour efficiency in the British zone by something like 
per cent. 
(his man-power situation, coupled with the policy of denazi- 
fication, has a profound bearing on the declared policy of the Allies 
) hand over executive authority to the Germans. But in order to 
ppreciate this point the attitude and administrative structure in 
ch of the four zones must be examined. 
in the British zone, in spite of repeated declarations that 
thority shall be transferred and British administration confine 
lf to control, we are still tending to manage everything and to 
ww the Germans very little initiative. This attitude is a reason 


r the relatively large British personnel in the zone. It is caused, 
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partly by the genuine absence of suitable German personne! 
prepared to take responsibility, partly by the highly questionable 
British policy of denazification, and partly by the restrictionist 
economic policy which the Germans can hardly be trusted to 
carry out—even if they consented to do so. The Americans have 
handed over authority in their zone completely, with the result that 
there is much local autonomy—for example in Bavaria—and a 
conspicuous lack of co-ordinated policy which give rise to 
difficulties when the agreed policy of the amalgamation of the 
British and American zones has to be carried out. The French 
keep a very tight hold on their zone and believe in direct manage- 
ment much more than we do. In addition, they are: making 
systematic efforts at cultural penetration—and not without some 
success. 

The Russians, although appearing to devolve much respon- 
sibility on the Germans, actually keep a very tight hold, both 
directly i i ili 
greater authority than any of the other Allies, and even relatively 
unimportant matters are referred to the central military adminis- 
tration at Karlshorst and sometimes even to Moscow—and 
indirectly through the favoured Communist and Socialist Unity 
parties. In this connection, Russia’s attitude to industry in her 
zone has been curious. The Russians began by stripping industry 
of its equipment, and a wave of alarm and despondency swept the 
Russian zone. At the end of last year this policy was apparently 
reversed and hope began to rise once more. At the time of the 
Leipzig Fair the removal of plant to Russia had almost ceased, 
partly because the transport system was already blocked and quite 
inadequate, and partly because the productive rate of these 
transported German factories was found to be unsatisfactory when 
they were set up on Russian soil. German factories in Germany 
were then for a time run for the benefit of Russia—to the extent 
of 75-100 per cent of their production. This pleased the Germans 
because they did at any rate get something for the home market 
and were being employed. In about May, 1946 policy was appar- 
ently once again reversed when the factories came to the end of 
available supplies of raw materials; some were stripped and sent 
to Russia, and others were placed under Russian ownership. 
This reparations policy of sequestration, which is incidentally 
against the Potsdam agreement, set in motion another wave of 
alarm and despondency when the Germans saw their country 
becoming the economic slave of Russia. 

What is equally significant and alarming is that whatever the 
merits of Russian economic policy might be, Russian aims are 
being achieved by a “‘police-State” organization. At least two 
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concentration camps are known to be working again—and not for 
ex-Nazis—and people certainly disappear. It seems curious of 
the Russians to act in this way, since the Germans, and many 
other people in Europe, know only too well what a “‘police-State”’ 
looks like, irrespective of whether it is red, brown, or black. 

Now that the original plan of handing over to the Germans is 
developing, the question of politics and denazification come 
acutely to the fore. The attitude towards denazification differs 
in the various zones. In the British zone it means that anyone 
who was at all tainted with Nazi philosophy, who had been an 
ictive member of a Cartel, or who had held a high position in war 
industry, is not allowed to occupy any executive position in the 
zone. Denazification drives are never ending; they are a constant 
source of discomfort and an unsettling factor in German life. 
Now that they have been handed over to German panels confusion 
has been worse confounded because opportunity is provided for 
settling old scores and for political heresy-hunting. Small wonder 
that Germans are reluctant to volunteer for executive posts 
because of the fear of attracting attention and being “purged”’. 
In the American zone there was one large-scale drive last year, 
since when most of the Americans have departed, and a good 
many of the denazified elements have returned to active life. 

The Russians do not care whether their skilled personnel were 
Nazis or not: a good man can easily be “rehabilitated” by sticking 
on a Communist party label if his past is too incriminating. The 
French have much the same attitude, except that they do not 
believe that taking the Communist pledge transforms a man into 

good technician. 

There is grave danger that policy in the British zone is creating 

increasingly large body of idle but able and unscrupulous men, 

th a common bond of hatred for the Military Government 
vhich denies them work. In employment they would have been 
separated by trade and personal rivalry, but now they can easily 
be united to break the power of the authorities which have 
leprived them of their jobs. Politically, except in the Russian 

| American zones, Germany is incoherent with, on the whole, 

ttle interest in politics and few personalities. The British zone 

; two prominent figures in Schumacker of the Social Democrats 

| Adenauer of the Christian Democrats—both definitely mem- 

rs of the older generation. The young men and women of 
litics are nowhere to be seen and, in general, economic and 
ial conditions are not such as to encourage constructive politics, 

t does the British administration encourage the development of 

bust independence and criticism. 

In the American zone political Catholicism has made con- 








580 THE DRAFT TREATIES OF PEACE 


siderable progress, and there are signs of Nationalist tendencies. 
Inasmuch as control in the American zone is lax, it is a likely 
centre for any undesirable manifestation—including even a 
possible Nazi revival. There are no well-defined political tenden- 
cies in the French zone, nor do the French encourage them. 

In the Russian zone pressure is exerted in every way in favour 
of the Socialist Unity Party (i.e. the disguised Communists). 
This pressure is so obvious and crudely applied that it is causing 
widespread opposition to the Socialist Unity Party in all other 
parts of Germany—as the complete fiasco of the visit of the 
leaders Pieck and Grotewohl to the British zone, and more 
recently the Berlin election results showed. It is significant that 
in Berlin the current joke is to call the Socialist Unity Party the 
“‘Neue P-G-Partei”, ostensibly from the initial letters of the 
leaders’ names, but to every German “P-G” is the colloquial 
code for ‘‘Partei Genosse’’ or Nazi. In every case, however, the 
ultimate pattern of German politics will be influenced by the 
present economic situation. The Germans see their economy 
running down, with only the prospect of more removal of plant 
and further deterioration. There is rapidly growing disappoint- 
ment, cynicism, and apathy: this, coming as it does when there is 
no economic safety margin left is alarming, Not only is there 
little resilience left to take advantage of any improvement should 
it come, but if chaos should supervene anything might be done 
by a small and determined clique knowing what it wanted and 
with complete want of scruple as regards methods. 

M. Z. 


THE DRAFT TREATIES OF PEACE 
II. THE BALKAN SATELLITE STATES AND FINLAND 


N the article on the Draft Treaties of Peace in the last issue, 

which dealt with the treaty with Italy, it was pointed out that 

that treaty acquired its special importance from the geographical 
position of Italy at a significant point of contact between the two 
spheres of influence into which post-war Europe has become 
divided. Discussions on her future were conducted in the light of 
wider aspects of relations between the Great Powers of the West 
and the East whose names are associated with the two spheres, and 
such questions as the dispute over the Italo-Yugoslav frontier 
gained an altogether exaggerated importance from the fact that the 
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point at issue was not so much whether Trieste should be left in 
[taly or Yugoslavia, as whether it was to belong to Western or 
Eastern Europe, to the strategic and economic sphere of Britain 
and the U.S.A., or to that of the Soviet Union. When attention 
turned to the remaining four treaties with the “‘satellite’”’ States the 
divergence between western and eastern points of view acquired 
a different emphasis; all four satellites lay geographically and 
militarily within the Soviet sphere, and what had to be decided 
was the extent, if any, to which the economic and political interests 
of the West in the four countries were to be permitted to restore 
r retain their pre-war influence. 

After the overthrow of Fascism Italy had returned to a “‘tradi- 
tional” form of government on lines acceptable to Western 
opinion, and her social structure remained substantially unaltered. 
On the other hand the countries of Eastern Europe, whether 
enemy or allied, had undergone a profound social revolution. It is 
permissible in accordance with one’s personal views to approve or 
disapprove the methods by which this revolution was carried out 
and subsequently maintained itself; it would, however, be the 
height of self-deception to deny either its far-reaching character 
yr the extent of its popular backing. Each of the countries affected 
had before the war been governed by a political class of narrow 
dimensions whose fear of Communism had imparted to it an anti- 
Russian bias and had caused it to lean towards greater or lesser 
juthoritarianism of the Right. Each country had, moreover, been 
subjected to considerable influence from outside financial and 
ndustrial interests (especially French and British, and, in the 

ter days before the war, German). The same political class, even 

countries which in the event joined the Allies, such as Yugo- 
ivia or Poland, had suffered from Germanophil tendencies, and 
n if in virtue of its internal corruption and mismanagement 
s class did not already stand condemned in the eyes of large 
tions of public opinion, the collapse of Germany in the war 
| necessarily involved it in total discredit. In Yugoslavia, in 
ece, and in Bulgaria the strongly left-wing character of the 
stance movements derived from a popular revolt against the 
ntinued existence of the system of government this class 
presented, and even in countries where there were no important 
stance groups there was little or no popular desire to see the 
ner rulers restored to power after the German defeat. The 
ent of Russian forces as the first representatives of the Allies 
nulated the already existing revolutionary tendency, but it 
uld be a mistake to regard the present Governments of Eastern 
irope as entirely Russian creations; without an extensive degree 
support from those classes which in pre-war days had been out- 
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side the charmed circle of government it is improbable that they 
could be maintained in power for a single day. 

This interpretation of the Eastern European revolution is 
essential to the understanding of the character of the peace settle- 
ment with the satellite States. It was in many ways natural for 
Britain and the U.S.A. to give a measure of support to the Italian 
case; it was none the less natural that in the discussion of the 
treaties at the Paris Conference those countries which had them- 
selves been through a similar process of revolution should feel a 
greater degree of sympathy and community of interest with 
revolutionary Rumania or Bulgaria, ex-enemies though they were, 
than with their former ally Greece, whose return to the old social 
and political system and continued allegiance to the West had led 
her into the framework of a totally different order of things. Among 
the other eastern European delegations to the Paris Conference 
there was less tendency than in the West to identify the new 
revolutionary régimes with their predecessors under Antonescu 
or Mannerheim, Filov or Szalasi; Bulgaria could count on the 
backing of her neighbours in resisting the frontier claims of Greece 
and Rumania had no difficulty in securing the restoration of her 
old boundary with Hungary, whose incomplete revolution had 
gained for her a less full measure of confidence than had been won 
by the other satellites whose changes had been more radical — and 
in whose case memories were still long enough to recall both the 
oppressive character of centuries of control from Budapest and the 
anti- Magyar character of the pre-war Little Entente. 

From the point of view of the Western delegations, the social 
changes of the East had another important implication. The new 
Governments, being largely Communist in inspiration, had early 
shown tendencies towards a self-conscious economic nationalism, 
or at least towards a preference for integration in the economic 
system of the Soviet Union, and the larger industries (such as 
Rumanian petroleum) in which foreign capital played the most 
prominent part before the war are precisely those which will first 
become the object of nationalization measures. In their attempts 
to secure legitimate compensation and restitution for foreign 
interests the Western delegates had at the same time to avoid 
giving the impression of deliberately supporting “reaction” or 
interfering with the sovereign right of even a defeated country to 
legislate as it pleases on its internal aflairs. Already before the 
Peace Conference State control had been extended to several 
industries, with the promise of more to follow (though not yet to 
the extent of dispossessing foreign interests); Hungary and 
Rumania had entered into commercial agreements with the Soviet 
Union, under which the machinery for the exchange of products 
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takes the form of joint trading companies in which the two Govern- 
ments exercise complete control. In the case of the petroleum 
products of Rumania the Rumanian Government had become the 
sole buyer, and a complaint frequently made by the oil companies 
is that the price paid is so much below the general level of world 
prices that they are in effect deprived of foreign exchange with 
which to purchase necessary replacements from abroad —a 
practice which, it is argued, amounts to discrimination against 
them. In the discussions of the draft treaties by the Council of 
Foreign Ministers it proved impossible to reconcile the two 
opposite viewpoints on the rights of the State in relation to 
industries in which foreign interests are concerned; and the 
difference between the two conceptions is most clearly illustrated by 
the two drafts of Article 30 of the Rumanian treaty: covering the 
grant of most-favoured-nation treatment. Clause (c) of the article 
reads: 

‘‘Natural and legal persons who are nationals of any of the 
United Nations shall be granted national and most-favoured- 
nation treatment in all matters pertaining to commerce, industry, 
shipping, and other forms of business activity within Rumania. . .” 
to which the Russian draft adds: “. . . excluding certain branches 
where, in accordance with the internal legislation of the country, 
private enterprise does not take place.” 

The alternative British U.S., and French drafts adds the follow- 
ing clause: 

‘This paragraph shall not be deemed to confer on the United 
Nations, or their nationals, rights to engage in any branch of 
commerce, industry, shipping, or other form of business activity 
which under Rumanian law is a monopoly of the Rumanian State. 
Nevertheless the most-favoured-nation principle shall be observed 

any such cases in which foreign participation is allowed.” 

\part from the territorial and military sections, the four treaties 
re almost identical (though, of course, neither the United States 
ior France took part in the preparation of the treaty with Finland). 
(he territorial settlement caused little difficulty except in one 

spect, namely the frontier between Greece and Bulgaria. This 
frontier, which was incidentally the only case in which the bound- 

ries between the western and eastern spheres of influence were 
question, was also the subject of a Greek claim to rectification 
her favour and a Bulgarian counter-claim to an outlet to the sea 

\lexandroupolis; the discussion was of interest chiefly as an 
lustration of the conflict between the two parts of Europe and of 
he unimportance of war-guilt in a situation where for other reasons 


Article 28 of the Finnish, Article 28 of the Bulgarian, and Article 29 of the 
ingarian Treaties are identical. 
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Bulgaria’s neighbours are prepared to support her against Greece. 
In the final plenary session of the Conference Article 1 of the draft 
treaty was in effect rejected with nine votes in favour of its 
adoption and twelve abstentions; as, however, Russia strongly 
opposes any revision in favour of Greece it is improbable that it 
will be altered. Other parts of the territorial settlement which met 
with general acceptance involve simply a return to the frontiers 
which existed at various times in the past; Rumanian receives back 
the whole of ‘Transylvania, though her cession of Bessarabia and 
Bukovina to the Soviet Union is confirmed. Hungary returns to 
her 1938 boundaries, with a small modification in favour of 
Czechoslovakia on the right bank of the Danube opposite Bratis- 
lava. Bulgaria retains the Southern Dobrudja awarded to her by 
the Treaty of Craiova in 1940. The frontier between the Soviet 
Union and Finland is to be identical with that established by the 
Armistice of 1940 except that the Soviet Union acquires the port 
of Petsamo and a common frontier with Norway, thus cutting off 
Finnish contact with the Arctic Ocean and depriving her of the 
extensive mineral resources of that area. In addition the Soviet 
lease of a naval base at Hango is renounced in exchange for similar 
rights at Porkkala. 

The military forces of the four States are reduced to the follow- 
ing levels: 


Rumania Hungary Bulgaria Finland 


Army 120,000 65,000 55,000 34,400 
Anti-aircraft forces 5,000 (*) 1,800 (?) 
Navy (personnel) 5,000 Nil (*) 3,500 4,500 

(tonnage) 15,000 Nil 7,250 10,000 
Air Forces (personnel) 8,000 5,000 5,200 3,000 
(aircraft) 150 go go go 


As in the Italian treaty, the possession of bombing aircraft is for- 
bidden, and the types of naval craft permitted are restricted, 
though no agreement could be reached on the right of Bulgaria to 
possess motor torpedo boats. Restrictions on the construction or 
acquisition of certain types of equipment are analogous to those in 
the Italian treaty. Provisions for the withdrawal of Allied troops 
within ninety days of the coming into force of the respective 
treaties, and for the disposal of Allied and enemy military equip- 
ment, are identical. 

The remainder of the treaties may be treated under the two 
heads of economic clauses (including reparation and restitution) 


1 Included in overall figure. 
2 River flotilla personnel are included under Army. 
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and, in the case of the Balkan satellites, the clauses relating to the 
Danube. 


) Economic Clauses (including reparation and restitution) 

Structurally the economic clauses of the four treaties are similar 
or even identical;* even the divergences of view which arose during 
the discussions by the Council of Foreign Ministers and later by 

1e Peace Conference followed broadly the same lines in each 
case, and the problems which both gatherings were compelled to 
leave unsolved affect the four States in little differing degrees. 
From the Russian point of view a reconciliation had to be found 
between her desire not to weaken economically countries with 
which she will have to live in close contact, and her claim for a 
measure of compensation for the damage inflicted on her territory 
by the participation of the satellites in the war. In the discussion 
by the plenary session of the Peace Conference on Hungarian 
reparations Mr. Vyshinsky gave clear expression to the Soviet view 
on all four treaties. 

‘The Soviet position (he said) rested on a principle composed of 
two parts: a due consideration, in defining the economic clauses, 
for economic conditions already imposed on Hungary, and a due 
consideration for the reality of economic conditions in Hungary. 
The Soviet Union had a right to demand reparation for damage 
nflicted by the Hungarians to Soviet property ... But they must 
be just; the economic clauses must be based on economic reality.’’* 
On the other hand the Western delegations, taking a less generous 
ew of the continuity of war-guilt even after the revolutions, and 
rhaps according less credit for the contribution of the four States 
the prosecution of the war on the Allied side after their some- 

it belated renunciation of the Axis, were also anxious to prevent 
e entire assimilation of the satellite States in the Soviet economic 
yhere. Compensation for damage to Allied property was claimed 
t full replacement value instead of to the extent of one third as 
oposed by the U.S.S.R.; the right to seize the property of the 

ellite Governments or their nationals in Allied territory was 
manded (in the case of Rumania this claim was conceded by the 

5.S.R.); while on the question of reparations the curious 

ition arose where the U.S. and British delegations demanded 

Bulgaria should pay to Yugoslavia a sum larger than that 
uimed by Yugoslavia herself. 
Xeparations to the U.S.S.R. had already been fixed by the 
pective armistice agreements, and were simply confirmed by the 


\pparent differences in the texts as published seem to be due to different 
lations from an identical Russian text. 
lhe Times, Aug. 16, 1946. 











586 THE DRAFT TREATIES OF PEACE 


Peace Conference. Payments were to be made in commodities 
over a period of years (mainly out of current production, but 
including a certain proportion of what might be classed as capital 
goods such as machinery and river transport) to the extent of $300 
million each from Rumania and Finland, and $200 million from 
Hungary, in each case at 1944 parity. Both the amounts involved 
and the method of payment came under fire in the discussion of 
Rumanian reparations on August 26, when the Australian delegate 
to the East European Economic Commission of the Conference 
cast doubts on Rumania’s ability to pay, and also proposed that 
payments, instead of being made in commodities, should be made 
in foreign currency. ‘This argument was vigorously contested by 
the Russian delegate, who saw in it a plan to force Rumania to 
devise her export programme in a manner favourable to the sterling 
and dollar countries as a means of obtaining the necessary ex- 
change, and the Australian proposal was rejected. In regard to 
reparations to countries other than the U.S.S.R. the Council of 
Foreign Ministers had agreed that Hungary should pay $50 
million each to Czechoslovakia and Yugoslavia. A decision on the 
amount of Bulgarian reparations was deferred to the Paris Con- 
ference, which was presented with a Greek claim for $200 million 
and a Yugoslav proposal that only a nominal sum of $25 million 
should be paid to both countries (Yugoslavia receiving $16 million 
and Greece $9 million). A U.S. proposal for $100 million to be 
equally divided between the two recipients was rejected, and 
eventually the Conference agreed to a British proposal that each 
country should receive $62.5 million.? 

Restitution of Allied property removed from Allied territory by 
any of the Axis Powers was imposed on all four States. Allied 
property, rights, and interests situated in the territory of an ex- 
satellite are also to be restored, but neither the Foreign Ministers 
nor the Paris Conference could reach agreement on whether (as 
was asked by Britain, U.S.A., and France) damage to Allied pro- 
perty should be paid for at full replacement value or (as proposed 
by the U.S.S.R.) to the extent of one third only; payments of 
compensation are to be made in local currency, and the Conference 
rejected a British proposal substituting foreign currency. The 
Conference also declined to accept further British proposals for the 
granting of priority to necessary works for the restoration of 
petroleum machinery owned by nationals of the United Nations, 
for a more detailed definition of the rights of foreign insurance 


1'The Council of Foreign Ministers in New York has again discussed these 
figures, and the discrepancy between the Yugoslav claim and the award of the 
Conference has been pointed out by Mr. Molotov. Various amended figures 
have been suggested, but at the time of writing no final agreement has been 
reached. 
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companies, and for the insertion into the treaty of a long elucida- 
tion of the rules to govern contracts, prescriptions, and negotiable 
nstruments. 

The question of the restoration of satellite property in Germany 
again led to a sharp difference of view, the British, U.S., and French 
delegations favouring complete renunciation as a preliminary to a 
decision on its disposal by the Control Commission for Germany, 
and the Russian viewpoint favouring the unconditional restoration 
ofthe property. More important, however, was the question of 
vhether the Allies should have the right to seize property of 
satellite Governments or nationals in United Nations territory; 
vhile this right was conceded by the U.S.S.R. in the case of 
Rumania (in view presumably of the greater extent of Rumanian 
belligerency against her), the Russian delegation did not accept 

ts extension to the other satellites, and no agreed recommendation 
could be made by the Conference. 


(2) Clauses relating to the Danube? 

International control of the Danube waterway was proposed as 
long ago as the Paris Conference of 1856, but on that occasion, 
owing to Austro-Hungarian objections to the extension of its 
control to waters lying wholly within the territories of the Empire, 

e European Commission established by the Conference was 

ndowed with authority only over the “maritime”? Danube from 
Braila to the Black Sea. The Peace ‘Treaties of 1919 provided for 
in extension of international control to the whole of the navigable 
annel of the river from Ulm in Wiirttemberg to Braila, and also 
ver the main navigable tributaries, and by a Convention of July 23, 
)21 there was established an International Commission for the 
anube consisting of representatives of all riparian States (Ger- 
ny being represented not as a central Government, but through 
egates from Wirttemberg and Bavaria) and of France, Britain, 
Italy. The old European Commission was left in control of 
maritime portion of the river. The principle which both 
mmissions sought to apply was that of full freedom of naviga- 
to ships and river craft of any flag, and the Commissions, which 

re given the right to collect dues, were also charged with 
ponsibility (instead of the riparian Governments) for the main- 
nce of the channel in a navigable condition. The work of both 

the riparian States, who regarded its existence as derogatory to 
overeignty. Nevertheless, the growing influence of Germany 

r a full account of previous international arrangements for the Danube, 


srig.-Gen. Sir Osborne Mance, International River and Canal Transport 
R.1.1.A., 1944), pp. 51-70. 
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in the Danubian lands in the later 1930s brought about a change of 
attitude, and in 1938 the Permanent Council of the Little Entente 
went so far as to pass a resolution to the effect that the principle of 
representation of non-riparian States should be maintained. In 
September, 1940 the International Commission was dissolved on 
German initiative and replaced by a Danubian Advisory Commis- 
sion under German presidency, but the later history of this body 
is obscure. 

Both before the Council of Foreign Ministers and the Paris Con- 
ference the British and U.S. Governments took the view that an 
international régime and freedom of navigation should be restored, 
and that provisions to that effect should be included in the treaties; 
Britain in addition proposed that within six months of the coming 
into force of the treaties a conference should be held for that pur- 
pose of the “interested” States — the term being generally under- 
stood to comprise Britain, France, and the U.S.A. in addition to 
the riparian States. (By the cession to her of Bessarabia in 1940 
the U.S.S.R. had become a riparian State and so automatically 
qualified for inclusion, though neither she nor the U.S.A. had been 
represented on the pre-war Commission). These proposals were 
strongly opposed by the U.S.S.R., Czechoslovakia, and Yugoslavia 
(the only riparian States represented at the Conference), and it was 
preferred by the U.S.S.R. that the treaties should contain no 
reference to a matter which she regarded as the sole concern of the 
Danubian countries themselves. At the final plenary session of the 
Conference the British proposal was adopted by the necessary two- 
thirds majority (in a slightly modified form, it being understood 
that tributaries of the Danube such as the Drau, Sava, Tisza, etc. 
were not covered); Russia, Czechoslavakia, and Yugoslavia, how- 
ever, voted against the proposal. 

The real point at issue is not, of course, concerned with the 
question of whether the existence of a commission amounts to a 
technical infringement of the sovereignty of the riparian States. 
The whole question of the Danube became rather a bargaining 
point in the general game of power politics, and its settlement 
cannot be dissociated from such other significant but remote issues 
as the control of the Straits or even of the Pacific islands’. Over- 
shadowing the discussions was the fact of Russian military contro! 
of the lower and Anglo-American control of the upper Danubian 
lands, and the continued retention in the U.S. zones of Germany 
and Austria of some 1,000 Danube barges, the property of the 


1 There have been indications in the later discussions of the treaties by the 
Council of Foreign Ministers in New York that the U.S.S.R. would be prepared 
to leave the U.S.A. a freer hand in the Pacific in exchange for an American 


withdrawal on the Danube. 
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Danubian States, and especially of Yugoslavia, which had been 
seized and removed by the Germans during their final retreat in 
1945. There is an obvious connection between the maintenance 
of free navigation on the Danube and the general retention of 
Western interests in the three southern satellite countries, and the 
real cause of Russian opposition to the Western view lies in her 
fear of any extension of American influence in Eastern Europe. 
Though the British proposals went forward as a full recommenda- 
tion of the Conference, it is more than doubtful whether the later 
discussions of the Council of Foreign Ministers will be able to 
resolve the question in a manner acceptable to all parties. 


THE QUESTION OF FRONTIERS 

In 1919 the collapse and disintegration of the Habsburg 
Empire had provided the peacemakers with an almost clean slate 
on whith to work in Eastern Europe. The State system established 
then, though not above criticism, has survived the strain of a 
second world war, and in 1946 there has been no need to redraw 
the map to the same extent as on the earlier occasion The four 
treaties concerned with the eastern portion of the continent are 
inevitably less bold in conception than their predecessors. The 
new territorial settlement, which with minor exceptions has done 
nothing save restore frontiers which have already existed at one 
time or another, has helped to remove at least some of the less 
satisfactory parts of the 1919 arrangements — notably in relation 
to Bessarabia and the Dobrudja. Yet two outstanding frontier 
problems still remain, though it is probable that their consequences 
for Europe will be different. 

The first problem is that of the northern frontier of Greece. 
Greek claims to the northern slopes of the Rodopi range and the 
Bulgarian counter-claim to Western Thrace have in the past been 

urrounded with a mass of irrelevant and often deliberately 
ulsified argument. In these days of swiftly moving armies and of 
veapons whose destructiveness is not confined by frontiers the 
basis for the Greek claim is not so much the doubtful strategic 
value of the approaches to the Rodopi passes (had she held them 
n 1941 her forces could still have been isolated from the rest of 
Greece by the enemy drive down the Vardar and Strymon valleys, 
nd it is doubtful whether her resistance would have been appre- 
ably lengthened) as the desire for some positive and visible gain 
» show from a war in which Bulgaria has been defeated. Much 


' Some colour is given to the theory that both parties were prepared to “‘do a 

il’’ by the almost simultaneous announcement in New York on November 12 
hat agreement had been reached on Trieste and that the U.S. authorities had 
greed to release these barges. 
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argument has been adduced to establish the Greek right to the 
passes or even to the upper Maritsa valley (in right-wing demon- 
strations in Greece during the last two years even the cry of 
“Sofia” has been a frequent slogan). The Bulgarian claim to an 
Aegean outlet has in the past ranged from a mere request for 
harbour rights at Alexandroupolis or Kavalla, corresponding to 
those enjoyed by Yugoslavia at Salonika, to an open demand for 
the cession of the provinces of Rodopi and Evros. The two 
provinces were in fact allowed to remain in Bulgarian hands by 
the Treaty of Bucarest in 1913 but she held them only through 
the war years, and the port of Alexandroupolis was not developed. 
Awarded to Greece by the Treaty of Neuilly, the port has 
developed a certain trade (mainly in cereals and silk) with its 
limited hinterland, but even now it remains little more than an 
open roadstead with a small harbour. The question of Bulgarian 
access to the Aegean cannot now be separated from the more 
serious question of Yugoslav rights at Salonika (which it should be 
noted have not yet been restored) or from the wider aspects of the 
pressure being exercised on Greece by her northern neighbours — 
and so indirectly from the world-wide problem of Great Power 
relationships. ‘The danger which remains is that in the absence of a 
general détente the dissatisfaction which both sides feel over this 
frontier will harden to an extent which will permit of no modifica- 
tion except by force. 

The second problem whose solution seems unsatisfactory is 
that of the frontier between Rumania and Hungary. Here the 
racial distribution of the inhabitants is remarkably complex, and 
no “ethnic” frontier can possibly be drawn. The Treaty of 
Trianon left more Hungarians in Rumania than Rumanians in 
Hungary, and in view of the considerable body of opinion which 
held even a quarter of a century ago that Hungary’s claims to 
revision rested on at least a certain foundation of justice it is 
surprising that the Foreign Ministers should have hesitated so 
little before restoring the Trianon frontier — unless indeed it be 
that, as suggested earlier in this article, the fact that Hungary’s 
participation in the war was perhaps more willing — and her 
revolution less complete than in the case of the other satellites 
had rendered her less an object of confidence to her revolutionary 
neighbours than is Rumania. Minor modifications in her favour 
were claimed by Hungary at the Paris Conference, and though 
the Conference adopted the Trianon frontier Rumania has since 
indicated her willingness to enter into “friendly discussion”’ of the 
question. 

The problem between Bulgaria and Greece could prove, in 
the event of an improvement in relations between the Great 
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Powers, to be no less susceptible of solution than that of Mace- 
donia between Bulgaria and Yugoslavia, which would appear to 
have been swept away in the wave of revolution which has 
established similar Governments in the two countries. The 
second does not, however, depend so much on outside events. 
\part from the excessive ambitions of Hungarian ruling circles in 
pre-war days and the mystical cult of the Holy Crown of St. 
Stephen, there was a genuine feeling of claustrophobia in face of 
the unfriendly attitude of the Little Entente which was only 
gradually being overcome in the last years before the war. 
Rumania emerges from the new settlement as the strongest of the 
defeated States, and Hungary comparatively weakened; once again 
she finds herself surrounded by a ring of more powerful neigh- 
bours in whose policy anti-revisionism is likely to play an import- 
ant part. As was suggested in the previous article, the situation 
of the 1920s is in danger of being reproduced to the extent that 
the two primarily dissatisfied Powers of southern Europe are once 
more Hungary and Italy; Hungary’s attachment to the new 
Eastern European order is less close than that of her neighbours, 
nd it may be that once again Italian aspirations to greatness will 
be linked with Hungarian revisionism to create and foster tension 
in the Balkans. 
Little comment is required on the treaty with Finland, since 
t is generally recognized that Finland’s ties with the Soviet Union 
must become close. A general appreciation of the settlement as a 
whole can only emphasize the already obvious fact that in the 
bsence of a general improvement of relations between the Great 
‘owers no local settlement can work satisfactorily. ‘The establish- 
ment of similar régimes throughout the Balkans, except only in 
Greece, has drawn the countries of the peninsula together and 
ppears to have overcome many old-standing feuds; the critical 
nt moves now to the line on which the interests of the two great 
pheres touch, along the northern frontier of Greece — not only 
th Bulgaria but with Yugoslavia and Albania. As with the 
mtier between Italy and Yugoslavia, and as with the infinitely 
ore difficult problem of the future of Germany which still 
remains to be faced, the wider willingness of the Great Powers to 
ree between themselves alone can provide a stable and lasting 
ition. 


T. E. M. M. 


\lthough the question of the Greek-Albanian frontier was raised at the Peace 
ference it does not come within the scope of this article. See, however, 
World Today for October, 1946. 








ECONOMIC PROGRESS IN 
NEW ZEALAND 


HE industrialization of the three Dominions — Canada, 


Australia, and South Africa — has been one of the most signi- 

ficant factors in the economic development of the British 
Commonwealth during the last 25 or 30 years, and in broad outline 
at least the nature of the trend in these countries is now fairly widely 
understood. The expansion of secondary industries in areas 
formerly dominated by the production of food and other raw 
materials has been accelerated by two world wars, for the demands 
of war, added to restrictions upon oceanic commerce, necessarily 
gave an impetus to the home production of many goods hitherto 
imported by these overseas countries. Though on a smaller scale, 
developments in New Zealand, too, have recently pointed in the 
same direction, and as the facts here are less widely known, it 
may be useful to outline them briefly. 

As a predominantly agricultural country New Zealand has been 
slow to develop industries other than those directly connected 
with her primary industries, but, as will be seen, the result of the 
world depression in the early thirties showed the necessity for a 
more balanced economy if the country was to maintain the standard 
of living which it was claimed was the highest in the Empire. 

Sheep farming has always held pride of place in New Zealand's 
economy, and a very brief survey of the history of sheep farming 
will perhaps be of interest in studying the events which led gradu- 
ally to the present trend in the Dominion’s economic outlook. 

The steady growth of sheep-rearing in the past 60 or 70 years 
tells its own story. Between 1882 and 1914 the number of sheep 
in the North Island was practically trebled, and from 1914 to 1937 
the number of flocks in the Dominion as a whole rose from 22,202 
to 31,177. This increase in the sheep population was due to the 
rapid development of sheep-rearing for mutton (as distinct from 
wool), which resulted from the introduction of refrigeration and 
led to the growth of the meat exporting trade. New Zealand is 
now not only the most densely “sheep populated” country in the 
world but also in both primary and secondary processes has the 
most highly organized sheep industry in the Empire. 

Besides being the greatest exporter of frozen mutton and lamb 
in the world and one of the main wool-producing countries, New 
Zealand has developed her other agricultural, and in particular her 
dairying, resources until she has become one of the leading food- 
producing countries in the Empire. The following table shows the 
movement in values of her main exports between 1927 and 1936: 
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TABLE >: 
(values in {o000s) 
Frozen 

Butter Cheese Meat Wool 
1927 10,915 5,583 9,105 12,962 
1928 11,303 6,694 10,310 16,679 
1929 13,228 7,017 9,883 15,359 
1930 11,854 6,438 10,937 7,664 
1931 10,650 4,461 8,893 5,515 
1932 10,639 4,951 8,436 5,743 
1933 11,649 4,706 9,846 7,422 
1934 10,043 4,694 11,887 12,516 
1935 13,617 4:377 12,769 7,097 
1936 15,318 5,122 13,239 13,294 
1937 16,986 5372 14,690 19,093 


It was the serious drop in the prices of primary products during 
the years of depression (with the inevitable repercussion on her 
export trade) which showed how vulnerable a purely agricultural 
economy is to conditions outside the country, and made it plain that 
the future prosperity of New Zealand depended on more than the 
agricultural expansion which had been sufficient in the past. 

The development of manufacturing industries, it was widely 
believed, would do much to stabilize the economy of the country. 

Two milestones in the industrial history of New Zealand were 
undoubtedly the mechanization of the dairy industry and the intro- 
duction of refrigeration. This latter development changed the 
whole emphasis of the sheep industry. Before the eighties of the 
last century the main exports had been wool, hides, and tallow, but 
refrigeration opened up a wide field in the export of frozen meat, 

» that a very highly specialized type of sheep farming grew up at 
the end of the century. Side by side with this there grew up the 
great freezing works which were soon to become the largest 

ndustrial concerns in the country. These freezing factories, which 
buy direct from the farmer and are responsible for the killing, 
iressing, and disposal of the carcases, have grown to such an 
xtent that in 1936 the 35 meat exporting works held between them 
plant valued at £5 million. Other industries connected with food 
processing have also developed steadily, but apart from these, and 
printing, repair and other similar works which naturally develop in 
iny country with a high average level of income to meet local 
requirements, there were very few manufacturing industries 
before the great depression. 

With her small population and with the wealth of her primary 

‘ Contemporary New Zealand, pub. by New Zealand I.1.A., 1938. 
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industries it was only natural that New Zealand should take longer 
to develop secondary industries (other than those bound up with 
her agricultural production) than was the case with Australia and 
Canada. But as the effect of the world depression made itself felt 
on the economy of the Dominion there took place in the early 
thirties a steady increase in manufacturing production, as will be 
seen from the following figures: 


TABLE If? 
Value of Products (current selling prices at factory) 


1931-32 1935-36 


Paper manufacturing £375,371 £450,234 
Machines, tools, implements 454,557 1,110,187 
Ships, boats, and equipment 307,181 485,363 
Chemicals and by-products 1,887,658 2,449,363 
Textile fabrics 843,269 1,072,159 
Fibrous materials 209,460 444,998 
Miscellaneous 128,192 269,291 


In 1935 the Industrial Efficiency Act was passed, which was 
“to promote the economic welfare of New Zealand by providing 
for the promotion of new industries in the most economic form and 
by so regulating the general organization, development, and opera- 
tion of industries that a great measure of industrial efficiency will 
be secured”’. 

It was realized that the Dominion can never be industrially 
self-sufficient, but it was equally realized that a certain expansion 
of her secondary industries was necessary for the future prosperity 
of the country. To this end the Bureau of Industry was set up, 
consisting of representatives of manufacturers, farmers, workers, 
and Government servants, appointed by the Minister of Industry 
and Commerce. With power to prepare plans, to regulate the 
building of new factories, and to act as the licensing authority for new 
establishments, this Bureau has done much to prevent unnecessary 
competition and uneconomic ventures and to strengthen and 
stabilize secondary industries generally. 

The number of factories in the country increased steadily, if 
slowly, and the number of persons employed in industry rose from 
less than 65,000 in 1919/20 to nearly 83,000 in 1929/30. The 
1936 census gave the number of “occupied males” employed in 
factories as 25.5 per cent of the total (as against 28.5 per cent 
employed in farming), and by 1937/38 the total number of indus- 
trial workers had reached over 102,000. 

The Government’s policy was to concentrate on the manufacture 

1 New Zealand Year Book, 1938. 
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of goods from the country’s own raw materials — woollen goods 
from New Zealand wool, linen from New Zealand flax, boots, 
shoes, and other leather goods from New Zealand hides and skins, 
etc. — and it was along these lines that manufacturing industries 
were progressing when war broke out in 1939. It should not be 
forgotten that during this period a number of overseas firms were 
setting up branch factories in New Zealand, among them at least 
17 British firms, 2 British-Australian firms, and 2 Canadian. 

The manufacture of many goods hitherto imported was under- 
taken for the home market during the war. Knitted wear, floor 
rugs, cosmetics, rubber goods, pottery, gloves, toys, cigarettes, 
tooth-brushes, and porcelain cups and saucers are only a few of the 
varied goods turned out in New Zealand factories during the war 
years. ‘Thousands of pounds were invested in these enterprises, 
new plant installed at very high cost, and workers trained in special 
processes to supply the needs not only of the fighting services in 
the Pacific but also of civilians. 

The increased demand for metals and minerals for war pro- 
duction and the closing of former markets also stimulated local 
production in the Dominion. Renewed activity in the production 
of tungsten ore; the production of mercury in the North Auckland 
district and the investigation of deposits of copper ore; and the 
exploitation of the scattered deposits of sheelite in the South 
[sland are only a few examples of the way in which the war caused 
1n expansion in this particular industry. 

In July, 1941 Mr. S. G. Holland, the parliamentary leader of the 
Opposition, expressed his belief that New Zealand could develop a 
light metal industry; he had been informed that the Dominion had 
unlimited quantities of clays suitable for the production of 
aluminium,* and this belief was further supported when in the 
following year duralumin, a complex aluminium alloy, was manu- 
factured in New Zealand for the first time, for use in the con- 
truction of aircraft. When discussing the industrial expansion of 
the Dominion the Hon. Mr. D. G. Sullivan (Minister of Supply at 
that time) said in 1941: “I believe that unless we develop industry 
n the post-war world we will fail to give returned soldiers and 
ivilians the opportunity to which they are entitled.’ 

And what of the future? In the very success of these light 
ndustries developed in times of crisis New Zealand sees a cer- 
tain danger. Many of these goods were imported before the war, 

iainly from Great Britain, and it is reasonable to expect that 
Britain will again seek the New Zealand markets as and when she 
gets back to peace-time manufacturing capacity. Will New 


1 New Zealand Herald, July 18th, 1941. 
2 Ibid. 
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Zealand prices compare with those of British goods? Is New 
Zealand workmanship yet as good as that of Britain, a country 
with a much longer tradition of factory work? How will New 
Zealand face up to the fact that Britain, her best customer in the 
past, will need to export more than ever in order to buy the 
products of New Zealand’s primary industries? These and many 
other relevant questions arise as the countries of the world get 
back to peace-time conditions, with all their industrial and trade 
problems, both domestic and foreign, looming ahead. 

The established industries directly connected with agriculture 
should pose no difficult problem for New Zealand (except purely 
domestic troubles which are almost inevitable in any large-scale 
adjustment from war to peace), and those industries which have 
been long established will doubtless maintain their place. New 
“‘war-bred”’ industries, however, constitute a different problem. 
In the New Zealand Herald of December, 1944 and January, 1945 
there appeared a series of special articles entitled “New Problems”’ 
in which the writer surveyed the possible problems of the early 
post-war years. In the first of this series, dealing with the 
country’s war-time industries, the writer says: “In future trade 
conferences we shall find it difficult to protect our secondary 
industries. As in war, the most effective nation in trade agree- 
ments is the one which has the power to exercise its will; without 
new markets for our British customers (and where are they?) 
we have no power to exercise our will as to the continued develop- 
ment of our secondary industries.”’ Again, he writes: ““What will 
happen to skilled, one-process factory operatives trained intensively 
throughout the war years? How will industry absorb them? Will 
the measure of economic worth be the ability of the concern to 
withstand competition, or the amount of capital and man-power 
utilized in the undertaking, plus their power to exert pressure on 
the Government of the day? ... Shall we see pressure from an 
already well-organized farming community, backed with the 
power of Britain at the conference table, exerting itself against 
organized manufacturing groups encouraged by the workers’ 
unions affected?” 

Nevertheless, there are certain indications that the next few 
years will see a further expansion in New Zealand industry. 
Official plans have been drawn up for the establishment of new 
industries and the development of existing ones. During the 
next few years of transition factories for the manufacture of 
Axminster carpets, textiles, civil aircraft, newsprint, and many 
other goods will be set up. British firms have already been 
granted licences for branch factories in which New Zealand people 
will be employed and local raw materials used. 
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One such firm is the Linen Thread Company of Glasgow, which 
is establishing a factory for the manufacture of linen threads from 
New Zealand grown flax. Just before the war flax growing in the 
Dominion was at a very low ebb. In Contemporary New Zealand it 
vas stated that “the industry has been in the doldrums for many 
years and has been kept alive by State subsidies. At the moment 
t appears that greater State supervision will be enforced in order 
to produce rationalization”. This was written in 1938. In 1940 
the demand for flax for war purposes was so urgent that Great 
Britain asked New Zealand’s help in the matter. At that time 
there was only one pulling machine in the country and enough 
machinery to equip only one small factory. Aided by the Govern- 
ment, New Zealand farmers increased their acreage of flax until 
n the second season 25,000 acres were under cultivation, and by 
the 1943/44 season the output of linen flax was equal to that of 
Ireland in peace-time. With the establishment of the Linen 
[hread Company’s factory a further stimulus will be given to the 
ndustry and flax will become an important farming crop. 

Another British firm to open up in New Zealand is Dunlop’s 
of rubber fame, who will shortly build a factory not far from 
Wellington. This firm has also recently acquired a rubber factory 
in Christchurch, and in these two factories will be produced tyres 
and other rubber goods for which the necessary Government 
licence has been given. And many other instances could be given 
of new industries growing up and finding their place in the post- 
war economy of the country. 

From this very short survey of New Zealand’s primary and 
secondary industries it will be seen that she is attempting to 
evolve the well-balanced economy which is essential for the future 
prosperity of the Dominion. Writing in New Zealand Geographer 
for April, 1946 Mr. J. L. Hewland says: “‘New Zealand’s secondary 
industries relying on imported raw materials are likely to develop 
till further in response to the present Governmental policy of 

stering manufacturing in the hope of ensuring full employment. 
Since 1915 manufacturing has nearly trebled its capacity to 

rovide work for the people of New Zealand, and the growth of an 
lustrial population has provided, and will continue to provide, 
larger market not only for the New Zealand farmer but also for 
British machinery and partly-processed products of British 
lustry.”” 

The British market still promises to be New Zealand’s best as in 
past years, but the Dominion cannot now depend on this alone. 
in the Pacific also she has every confidence in the development of 
extensive and profitable markets. As Dr. W. P. Morrell says in 
Britain and New Zealand: ‘‘Geography has placed her (New 








598 ECONOMIC PROGRESS IN NEW ZEALAND 


Zealand) in the Pacific, and she has a part to play as a small 
Pacific Power; but history has made her a loyal member of the 


world-wide Commonwealth of Nations whose focal point is 
Britain.” 


J. M. E. 
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